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Moscow and . -;V: 
Tokyo draw 
closer with 
$1.5bndeal 

The Japanese gm re rnmarit. hat; - ^ 

agreed its first loan to Russia not 
tied to purchases from Japanese 
companies. The JLSbnloanris a- : 
fhrthar sign that the countries 
are developing closer links - •: • 
despite a lingering te rritori al 
dispute. Page 18 

Yoltsin warn* ministers 

Russian president Boris Yeltsin ' 
continued a cat-and-mouse game 

with his gHhjnpt hmftng tVinf • 

ministers might be sacked later . 
this week when the government 
delivers a long-awaited report on 
its perfonnan ce in 1997: Page 2 

S Africa bids for World Cap . 

South Africa joined England and 
Germany on the list of countries 
competing to host the 2006 World 
Cup after f<ninally unveiling its - 
bid at the African Nations' cop _ 
tournament in Burkina Faso. 

Cftfio shorn up csrroncy 

Chile's central bank stepped in to 
shore up the country^ currency 
following' the publication of 
figures showing a sharp wittering 
of its trade deficit at the begin- 
ning of the year. Page 18 


Allstate sues 
professionals ; 
over alleged 
car fraud 

Allstate, fbe largest motor 
insurer in the US, has launched a s 
$107m lawsuit against a groupof ; 
45Tk» Ahgetes lawyers and modi- 
: cal pndessionals who are accused 

nf riafr arfiWng fhmn g h 

aperies of car accidents. The ; 

insurer vowed to stamp out fraud - 
with “every legal means at our 
disposal". Page 18 . 

aslpem.the oDfield services ' 

company controlled by Italy's Eni 
afiatnlgas group, is set tolannch- 
one ofEnrope's Jargestnon- 
government shareofferings thte . 
year in a deal expected to raise ' 
Ll,000hn ($556m). Page 24 { 


UN leader says deal acceptable on weapons inspections in Iraq 

US cautious 
as world hails 
Annan pact 
with Saddam 


rBrltbii Air w a ys has told Boeing ' 
and Airbus Industrie, the aircraft 
manufacturers, to came up with, 
innovative ways of funding air- 
craft purchases to allow it to 
: reduce substantially.the capital 
assets it owns. Page 8 


Frwtoo^ left-wing government is 
to shed up to 47 per cent of the 
state shareholding in Air France . 
while pledging toremain the 
m^ority investor. Page 19; 
Observer, Page. 17; Lex. Page 18 


AuatraHa afcns toald M aria 

Australia launched a wunprig n 
to help defuse tension in Indon- 
esia, urging greater leniency in 
conditions set by the IMF md 

B anding sinter niri nffiriala tn . 

Jakarta to discuss emergency 
assistance. Page 4 


Banfc howto plan to go diiU 

Japan's plans to inject public 
flmds totalling YL3,000bn. 
(S10L9m) into its troubled banks 
should not be derailed by the 
corruption scandals in the 'sector, 
an influential government 
committee said. Page 4 

Car crash hand ac a wc M 

A group of 45 Los Angeles law- 
yers and medical professionals is 
accused of defrauding Ihe largest 
motor insurer in thnUS through 
Cake car accidents. Page 18 

EU p hwm IMww 

Taiwan faces European Union . 
pressure for reform at its rules on 
taxation of spirits and compact 
cars as talks begin, over its 
admission to the World Trade 
Organisation. Page 8 

SuteMwto itv i 

Landowners seem likely to -keep 
the bulk of thdr European Unkm 
subsidies in spite of calls far a 
limit to hand-outs. Page 2 


tiiadwri fiteftiied and 

Barclays Benk erf the UK denied 
they were in discussions, moving 
to. quell speculation that they 
were in talks nn a deal to create a 

?35bn($6Cton) mtarri a t innal hank. . 

Ing group. PJ\ge 25 - '- 

fcnf s toocp, the Bahrain-based 
investment group, 'unveiled plans 
to create the UE?s largest inde- 

- pgnriBnt nmrnnw rial p rinting 

group and said it nughtmake 
other acquisitions in the sector in 
Europe! Page 19 

gy rflwf t, Sweden’s Ingest 
independent power generator, 
called on foejjforopean Commis- 
slim toiUodt plans to decammis- 
skm the first of. the; Country's 12 . 
nuclear reactors. Page 2 


Korea loan deal trito i wu n w 

A campaign to winacceptance - 
for South Korea's debt restruct- 
uring plan began as documents 
detailing the renegotiated terms 
were dispatched to banks around 
the world. Page 4 

Suharto ‘drops cwroncy plan’ 

■ Senior and. diplomats in ' 

Indonesia believe President 
Suharto has quietly shelved 
plans far -a currency board -but 
will not admit U shortly before 
he is due to reelected for a 
seventh term. Page 4 

Ukratnato Imp woraCdp 

Cash-strapped Ukraine will 

complete a battle cruiser origi- 
nally i ntend ed for Soviet and 
then Rus sian naval- forces for its • 
own navy, an official sakL- 

Albirian troops rsteks toon 

The Albaniangovemment said 
Its forces had regained control of. 
the northern town of Sbkoder 
from an armed gang. 

US farm exports oat to aflp 

US farm exports will decline by 
$2.1bn this year as the Asian ' 
ftnanrial c risis curbs d e ma nd , for . 
imported food. Page B 

Show da Coloan* 

More than a minion revellers 
packed Cologne in Germany for - 
the traditional Rose Monday 
parade. Page 3 


"Pain, Netheriands-based 
business software 'group, is fo ■ 
acSqpdre; Coda, Ckurip, the UK- 
based flnanhial- software group. - 
m a l®v , 

I to ri a icfaA Oriohn, the. 
US-jSwedfsh dings group, is to 
iinrB^'SKrLUm(|137in) in new 
research and devtslppment facili-' 
ties fo'Stociholm. Page 24 

: N a bw or fc Atw ctotM, the US 

security . software house. Is to 
acqmro software house Trusted 
Information Systemsfor $300m. 

.Page-20;;:'"'- ’•.•• •••. ■ ; . ' ' v 

HSSCHotdhiQs.the 

international banking congkaner- , 
ate whose interests range from 
Midland Bank inthe UK to Hong- 
kongBahk in China, increased ' 
bad d^ provisions last year by 
55 per cent to £617m (Slim). Page 
19; Observer, Z7; Lex; Page 
T8; Asia criris^ Page 22 : 

SK Totocom, Sooth Korea's 
largest mobile phone service pro- 
vider, reported a 42 per cent fall ' 
in 1997 netearnings as itcanr ’ . . 
frunfe a threatened shareholder 

revolt by US institutional inves- 

torsnext montluPage.22 

Oonudco, Australian aluminium 
subsidiary of Rio T&to. the 
Angfo-AugtraHan mining group, 
reported a strung turnroandin - 
the year to December. Net profit - 
was A$220m (US$148m), com- 
pared with theprevious year’s 
toss erf A$16.8nL Page 22 
coWtuEcnow 

Mitsubishi Electric has asked us 
to point out that it will continue 
to develop and supply products 
fra* the PC user. Italsn intends to 
use the Apricot brand name. The 
FT wron^reportedyesteorday- 
thaf the company was quitting - 
fhw PC market in Europe and 
Japan. Mitsublshinotebook, 

Page 21 


By Route Khaiaf in Baghdad, 
Lionel Barber in Brussels and 
Ctvystia Freeland In Moscow 

Governments around the world 
hailed yesterday’s signing of a 
breakthrough agreement between 
the United Nations and Iraq on 
weapons inspections, but there 
was caution and some scepticism 
in Washington. . 

; Kofi Annan, the UN secretary- 
general, said after signing the 
deal in Baghdad that its terms 
were acceptable and it ensured 
compliance with UN security 
council resolutions, which Wash- 
ington has threatened to enforce 
by military means. 

He will present the accord to 
the UN today in. New York. 

; . Boris Yeltsin, the Russian pres- 
ident, said the agreement vindi- 
cated Moscow's efforts to avert a 
clash that could have spread to 
other Middle Eastern countries. 
The deal was welcomed by Euro- 
pean Union foreign ministers 
meeting in Brussels. 

But -in Washington, the admin- 
istration stressed that it opposed 
a "phony solution” and was 
stodying the accord closely to see 
whAthar it met . the US demand 
for unfettered UN access to Iraqi 
sites linked to the production of 
deadly weapons. 

Senator Trent Lott, the Repub- 
lican majority leader, said Presi- 
dent Bfli Clinton was "in a very 
awkward position" because. he 


might have to choose between an 
imperfect agreement and defying 
world opinion. 

Madeleine Albright, the US sec- 
retary of state, has threatened to 
"pursue [US] national interests" 
if Washington is not satisfied by 
the agreement. 

Mr Clinton said he had a long 
telephone conversation with 
TOny Blair, the UK prime minis- 
ter, and was also consulting Mr 
Yeltsin and President Jacques 
Chirac of France. 

UK diplomats voiced confi- 
dence they could gather support 
for a security council resolution 
that would "nail down" the UN- 
Iraqi agreement and authorise 
the use of force if Baghdad raised 
fresh problems for the UN arms 
inspectors. Mr Blair said a resolu- 
tion was needed to make sure 
“we are not going to get mucked 
about £n tiro or three months' 
time” by fresh obstruction from 
Baghdad. 

Tariq Aziz, Iraq's deputy prime 
minis ter, said that future inspec- 
tions would make dear Baghdad 
had completed its disarmament 
programme and was entitled to 
relief from UN sanctions. 

Mr Aziz insisted that it was the 
secretary -general 's goodwill mis- 
sion, rather than the huge 
build-up of US forces in the Gulf, 
that resolved the crisis. 

Robin Cook, the UK foreign 
secretary, said in Brussels that 
Baghdad had backed off from its 



President Bill Clinton talks with chief of staff Ersktee Bowles during 
a meeting yesterday at the National Governors’ Association aum 


effort to restrict the UN inspec- 
tors and bar them from certain 
sites. But he said "hard ques- 
tions” remained and the effort to 
stop Iraq developing deadly 
weapons was still a challenge. 

In Washington, senior legisla- 
tors deplored the administra- 
tion's apparent willingness to let 
the UN limit its freedom to take 
military action. "I was worried 
that this initiative by Annan was 
going to put the president in a 
box and that's exactly what's 
happened.” said Senator Lott. 

Senator Aden Specter, another 
Republican, said the US should, 
press ahead with plans to epglv. 


neer the removal of Iraqi presi- 
dent Saddam Hussein . 

In Moscow. Mr Yeltsin said the 
issue had been solved and there 
was no longer danger of a war 
"which would not end with Iraq 
[but] involve a much greater ter- 
ritory and significantly more 
countries". 

A German official said the 
inspection agreement should be 
put to an early test, while US-led 
milit ary forces were still in the 
Gulf. 

The Iraq crisis, Page 6 
After the Annan deal and 
Editorial Comment, Page 17 


UK demand shows strong rise 


By Robert Cftoto in London 

i Domestic demand in the UK last 
year was rising at its fastest rate 
for more than eight years, 
according to statistics published 
yesterday. 

Demand grew by L3 per cent in 
the fourth .quarter, a rate 
exceeded only once since 1988. 
Over the previous four quarters, 
demand, growth topped 4 per cent 
for the first time since 1989, 
increasing tears of an outbreak of 
Inflation. 

. Eddie George, governor of the 
fiwnlc of Rn gbrnri said on Sun- 
day: "We have , had really quite 
strong domestic demand, and 
there is no question that domes- 


Domestic demand 


, ; ^ Annual % dwnge {constant prices, ' ' 
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tic demand needs to moderate if 
we are not to run Into trouble." 

The acceleration in demand is 
being driven by consumer spend- 
ing growth, which rebounded at 
the end of the year after the 
depressive effect of the death and 
funeral of the Princess of Wales. 

Consumer spending rose U3 per 
cent in the fourth quarter, helped 
by purchases of durable goods, 
clothing and footwear. 

Spending growth is being 
encouraged by rises in employ- 
ment incomes as average earn- 
ings and net job creation 
increased. In cash terms. Incomes 
from employment rose 6.2 per 
cent in the year to the fourth 
quarter, the biggest rise since 
1991. 

The boom in spending is coinci- 
ding, as it often has, with a jump 
in Britain's trade deficit 
- The Office for National Statis- 
tics revised its provisional esti- 
mate of economic growth in the 
fourth quarter to 0.4 from 0.5 per 
cent. The big rise in domestic 
demand produced a much 
smaller increase in output as the 
trade gap doubled. 

Adjusting for seasonal factors, 
the deficit in goods and services 
widened from £1.49bn In the third 
quarter to £2.97bn ($4.95bu) in the 
fourth, measured in 1990 prices. 
Analysts blamed the worsening 
trade position on Asia’s economic 


crisis and sterling's strength. 

The Bank of England expects 
the latter to slow the economy 
through this year but its mone- 
tary policy committee will be 
concerned if higher interest rates 
are slowing the economy entirely 
through the exchange rate, 
rather than by moderating 
domestic spending. 


Government spending rose 
modestly in the fourth quarter, 
while investment rebounded 
after failing in the third. 

It was also announced that the 
UK’s current account was £l-3bn 
in the black in 1997, using the 
Maastricht treaty definition, 
although the ONS described the 
figure as "highly provisional". 




Up to 47% 
of capital 
on offer in 
Air France 
sell-off 

By Andrew Jack in Paris 

France’s leftwing government 
yesterday announced plans to 
reduce the state’s shareholding 
In Air France while pledging it 
would remain the majority 
investor. 

The government said it would 
dispose of up to 47 per cent of 
the national carrier's capital. 
The partial privatisation follows 
the approval of a stock-market 
listing for France Telecom, and 
decisions to posh ahead with the 
full privatisation of GAN, the 
insurer, and CIC, the regional 
banking group. 

jean-Clande Gayssot. the 
transport minister, stressed yes- 
terday he had been in favonr of 
the participation of private 
investors since July, which 
would help the airline meet 
growing international competi- 
tion and provide the finance 
necessary for a new phase in its 
development 

Christian Blanc, the former 
chairman of Air France, resigned 
in the autumn after a public bat- 
tle with the new government, 
which had refused to agree to his 
proposals that the majority of 
the company's shares should be 
sold. 

In a first operation that could 
be launched over the summer, 
the state will cut its stake to 
two-thirds, offering 20 per cent 
to private investors and allocat- 
ing up to 12 per cent more to Air 
France's 3,500 pilots and other 
top managers who agree to 
receive some of their salary In 
the form of shares. 

Up to 15 per cent of the shares 
sold to private investors will be 
allotted on preferential terms to 
Air France's 36,000 employees, 
reflecting a commitment to 
motivate staff. 

In a second operation, Mr 
Gayssot said further shares in 
Air France could be offered to 
other international airline com- 
panies as part of a network of 
cross shareholdings and 
alliances in the future. 

In addition, the government’s 
stake could be diluted still fur- 
ther from next year when BNP, 
the French bank, has the option 
to exercise the right to take a 4.5 
per cent stake in payment for 

Continued on Page 18 
Observer, Page 17 
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Yeltsin gives ministers new warning 


By Chrystia Freeland 
fn Moscow 

Boris Yeltsin yesterday 
continued a cat-and-mouse 
game with his cabinet, hint- 
ing that ministers might be 
sacked later this week when 
the government delivers a 
long-awaited report on its 
performance in 1997. 

Over the past few weeks, 
the president has kept minis- 
ters on tenterhooks, alter- 
nately warning of an immi- 
nent cabinet reshuffle and 
reassuring his officials they 
will keep their posts. 

Yesterday Mr Yeltsin said 
be planned to take a very 
“demanding" attitude 
towards the government's 
report scheduled for Thurs- 
day. “I will question specific 
minis ters and then take an 
immediate decision on their 
future." Mr Yeltsin said. 

For montbs. tbe Kremlin’s 
warring clans have been 
sharpening their knives in 
anticipation of February 28. 
believing that the cabinet’s 
report would be an excellent 


opportunity to push for min- 
isterial sackings. But earlier 
this month Mr Yeltsin 
seemed to pledge that his 
three top ministers - the 
prime minis ter. Victor Cher- 
nomyrdin. and the two first 
deputies. Anatoly Chubais 
and Boris Nemtsov - would 
keep their Jobs. 

Yesterday's hints have 
brought a fresh wave of 
uncer tain ty, and ensure that 
the report will be closely 
watched for signs of which 
faction, tbe reform team or 
the more conservative group 
linked with Mr Chernomyr- 
din, has the upper hand in 
the government. 

The report comes at a 
troubled time for the econ- 
omy. High interest rates 
appear to have protected the 
rouble in the wake of the 
Asian crisis but at a high 
price. The central bank is 
now forecasting that the 
economy will either remain 
stagnant this year, or grow 
by a meagre 1 per cent. 

Yet Mr Yeltsin has contin- 
ued to demand his govern- 


ment produce economic 
growth of between 2-4 per 
cent in 1998. The contradic- 
tion between economic real- 
ity' and the president’s hopes 
could curtail the careers of 
many of the current minis- 
ters. 

The government may also 
find itself taken to task for 
its failure to secure the pas- 
sage of the 1998 draft budget 
Parliament rejected the bud- 
get last week, following a 
last-minute government 
effort to introduce sharp 
cuts in spending. Mr Yeltsin 
has demanded that the gov- 
ernment win swift parlia- 
mentary approval. Yesterday 
he predicted that the parlia- 
ment would soon be won 
over. 

“I believe that common 
sense will prevail. " Mr Yelt- 
sin said as he laid a wreath 
at the Tomb of the Unknown 
Soldier during a rare public 
appearance on Moscow's 
streets. “We need to have a 
realistic budget and to 
implement it from the first 
quarter." 



Yeltsin greets the nationalist Vladimir Zhirinovsky (right) at yesterday's wreath-laying *ri 


Turkish 

Islamist 

party 

dissolved 

By John Barham in Ankara 

Turkey yesterday began 
formal proceedings to imple- 
ment a court decision to dis- 
solve the Isl amis t opposition 
Welfare party and put its 
leader on trial for sedition. 
Welfare was removed from 
office last June in a “soft 
coup" led by the army. 

Although the court 
announced its decision last 
month, the authorities had 
to wait until the formal pub- 
lication of the decision last 
Sunday before acting to dis- 
solve the party. 

Necmettin Erbakan. 71. 
the party's former leader, 
loses his seat in parliament 
and is banned from politics 
for five years together with 
five other party members. 

Prosecutors are expected 
to charge Mr Erbakan and 
other former Welfare mem- 
bers with a range or offences 
including sedition and incite- 
ment to hatred. Yesterday 
parliament sent files on Mr 
Erbakan to the criminal 
courts. 

The courts have issued the 
first arrest warrant for a 
firebrand former Welfare 
MP. §evki Yibnaz is wanted 
on 25 charges, mostly for 
alleged slandering of offi- 
cials in speeches. He and one 
other MP are believed to 
have fled the country rather 
than risk arrest and impris- 
onment. 

Although Welfare's 149 
MPs, the largest bloc in par- 
liament. were stripped of 
their party affiliation and 
lost their seats on parlia- 
mentary' committees, a 
group of 20 Islamists Joined 
the Virtue party, a grouping 
created by Welfare support- 
ers. 

However. Mesut Yilmaz. 
the prime minister, warned 
yesterday that state prosecu- 
tors would apply to the 
courts to shut down any new 
party advocating Islamist 
values. In a speech yesterday 
he appeared to rule out early 
general elections to exploit 
Welfare's closure and disar- 
ray in the party. 

The party's closure has 
unleashed a succession war 
between traditionalists close 
to Mr Erbakan and younger 
party leaders. Mr Erbakan Is 
championing Recai Kutan. a 
trusted aide, who would 
allow him to continue run- 
ning the party. Tayyip Erdo- 
gan. the Islamist mayor of 
Istanbul, is the leading can- 
didate of grassroots party 
organisation. 
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Brussels asked to block nuclear ban 


By Tim Burt in Stockholm 

Sweden’s largest 

independent power genera- 
tor yesterday called on the 
European Commission to 
block government plans to 
decommission the first of the 
country’s 12 nuclear reactors 
thin year. 

Sydkraft, which has been 
ordered to close its Barse- 
back I reactor by July, has 
filed a complaint in Brussels 
cl aimin g that the govern- 
ment was flouting EU com- 
petition rules by proceeding 
with the plan. 

Lawyers acting for Syd- 
kraft have told the Commis- 
sion's competition director- 
ate that Vattenfall, the 


state-owned power genera- 
tor, would be unfairly 
strengthened if the reactor 
was shut down. 

The Commission has 
upheld similar complaints in 
the past, most notably in 
1995 and 1996, when it 
ordered the Spanish and Ital- 
ian governments to change 
pricing plans that offered 
artificial protection to state- 
owned mobile phone opera- 
tors. 

The legal action is the lat- 
est twist in Sweden's 
protracted attempt to phase 
out nuclear power, which 
supplies half of the country's 
electricity. 

Proposals to shut B arse- 

back i - one of two reactors 


at Sydkraft’s west coast 
power station - represent 
the first concrete measures 
to reduce Sweden's reliance 
on nuclear energy since 1980. 
when voters endorsed the 
move in a referendum. 

Successive governments 
have foiled to begin the clo- 
sures after a combination of 
industry opposition and tbe 
lack of alternative power 
sources. 

In its latest attempt to halt 
the programme, Sydkraft 
accused the Social Democrat 
government of attempting to 
remove a third of its output 
while leaving Vattenfall 
untouched. 

John Ratliff, a partner in 
Stanbrook and Hooper, a 


Brussels-based competition 
law firm, said tbe Commis- 
sion could order the Swedish 
government to stop the clo- 
sure programme if it decided 
the plan infringed articles 90 
and 86 of the Treaty of 
Rome. 

“We would like to reach a 
negotiated settlement, but if 
the government is not going 
to be reasonable then we 
may have to seek injunc- 
tions through the courts in 
Sweden or Brussels,” said 
Mr Ratliff, who is acting for 
Sydkraft. 

Such injunctions could 
severely delay the closure 
programme, under which 
Sweden's second reactor is 
due to be shut down in 20QL 


Yesterday, Anders Sund- 
strfim, industry minister, 
said he regretted Sydkraft's 
legal action and reminded 
the company that the 
scheme had been approved 
by parliament 
“This move makes it more 
difficult to reach agreement 
between the state and Syd- 
kraft,” he said. "Government 
lawyers believe there is 
nothing In competition law 
to stop the reactor closures.'’ 
Critics of tiie scheme have 
accused the Social Demo- 
crats of bowing to pressure 
from the Centre party, whit*, 
has Championed moves to 
ban nuclear power, to help 
pgop up their, minority 

a dminis tration. 


EU farm plan likely to 
disappoint reformers 


By Michael Smith 
in Brussels 

Wealthy landowners seem 
likely to keep the bulk of 
their European Union subsi- 
dies in spite of calls for a 
limit to hand-outs. 

Proposals by the European 
Commission, the ELPs execu- 
tive, would mean that form- 
ers' claims for up to 
EculOO.OOO ($110,000) in 
direct aid payments would 
be met in full The EU would 
then pay 80 per cent of the 
□ext EculOO.OOO claimed and 
75 per cent of claims above 
Ecu200.000. 

The proposals, still to be 
finalised, form part of a 
wide-ranging reform of the 
Common Agricultural Policy 
planned for 2000-2006 as the 
European Union prepares for 
expansion into central and 
eastern Europe. 

Among other controversial 
suggestions, the Commission 
wants to give member states 
the authority to allocate up 
to 30 per cent of aid pay- 
ments in the beef and dairy 
sectors. 

Support prices for milk, 
beef and cereals are to foil 
by up to 30 per cent There 
may however be an increase 
in milk quotas with latest 
suggestions allowing for a 
rise of up to 2 per cent 1 per 
cent for all countries and the 



A French farmer demonstrates in Brussels with a placard 
asking: “More farmers or more unemployed?” 


other 1 per cent for moun- 
tainous regions. 

The reform proposals, due 
to be finalised by the Com- 
mission on March 18, are 
provoking increasing con- 
cern among forming commu- 
nities. Several thousand 
French formers staged pro- 
tests around the Commis- 
sion’s headquarters in Brus- 
sels yesterday. Mainly cattle 
breeders, they said the Com- 
mission proposals will hit 
extensive forming methods. 

The proposals to restrict 
payments to large landown- 
ers will disappoint reform- 
ists who have been pressing 
for a cap on subsidies to 
individual formers. 


Commission officials at 
one stage were thought to be 
considering a maximum pay- 
ment of EculOO.OOO. Under 
existing arrangements sev- 
eral EU farmers receive sub- 
sidies of more than Eculm. 
However an EculOO.OOO limit 
would be unlikely to win 
support of countries with 
large forms including the UK 
France and Denmark. 

The average size of UK 
farms is TO hectares and that 
in France 38.5 hectares, 
while the EU average is just 
17. Germany may also 
oppose phased payment cuts 
since they would have a big 
effect on large former state 
forms in eastern Germany. 


EU to allow 
Iran contacts 


By Lionel Barber 
in Brussels 

Tbe European Union 
yesterday agreed to lift a 
ban on high-level contacts 
with Iran in an attempt to 
strengthen what it hopes are 
moderate political forces in 
Tehran headed by President 
Mohammad KhataxuL 

Hie policy shift is being 
watched carefully by the US, 
which is more cautious 
about the prospects for a 
change in Iran's behaviour 
and suspicious abont 
Europe's enthusiasm for 
renewing business and polit- 
ical ties. 

EU foreign ministers in 
Brussels said recent devel- 
opments in Iran were 
“encouraging” and the EU 
should respond positively by 
gradually expanding politi- 
cal contacts. The statement 
struck a balance between 
French and Italian pressure 
for a rapid normalisation 
and the more cantious 
approach favoured by 
Britain and Germany, diplo- 
mats said. 

Robin Cook, UK foreign 
secretary, who chaired the 
meeting, said it was time to 
respond to the “shoots of 
glasnost” in Iran and take 
steps to end the regime’s 
political and economic isola- 
tion. To continue the policy 


of exclusion from the global 
community would be count- 
er-productive. 

The EU suspended its 
"critical dialogue”' ahd 
imposed a ban on high-level 
contacts after a German 
court ruled last April that 
Iranian leaders had ordered 
the 1992 killing of three 
Kurdish dissidents In a Ber- 
lin restaurant 
. The EU move marks a 
breakaway from the US-led 
“containment? policy 
toward Iran.' though there 
are signs that the US, too, 
would like to respond to 
President Khatami’s over- 
tnres. 

It also comes ahead , of an 
expected move by the US 
administration to declare 
that a $2bn investment proj- 
ect in Iran, involving Total, 
a French oil company, vio- 
lates US sanctions law. How- 
ever, President Clinton is 
expected to. delay action for 
90 days in the hope that the 
EU will sign up to firm com- 
mitments blocking technol- 
ogy transfer and favourable 
loans to Iran. 

British officials said the 
EU hoped to mollify US criti- 
cism and win a presidential 
“waiver” on sanctions with 
renewed pledges to block 
Iranian efforts to acquire 
weapons of mass destruc- 
tion. 


Estonia helps Russians feel at home 

Anthony Robinson visits a town where prosperity is encouraging integration 


T he Estonian border town of 
Narva, where more than 95 
per cent of the population are 
Russian-speaking Soviet-era Immi- 
grants and their children, used to be 
a text-book example of the human 
problems created by the disintegra- 
tion of the Soviet empire. 

But today, as Estonians celebrate 
the 80th anniversary of the estab- 
lishment of their first independent 
republic and approach their eighth 
year of regained independence after 
45 years of Soviet domination, the 
city is starting to relax and enjoy a 
modest prosperity. It is attracting 
foreign investment and creating a 
new role as potential regional hub 
for business and trade with St 
Petersburg and north-western Rus- 
sia. 

The atmosphere has improved 
greatly since tbe first months after 
the unilateral declaration of inde- 
pendence in August 1991 when the 
people of this fortress city. like 25m 
other ethnic Russian, Ukrainian and 
former Soviet citizens, found them- 
selves relegated overnight to humili- 
ating second class status as a power- 
less minority In a foreign state. 
Adding insult to injury, many found 
themselves viewed with suspicion if 
not outright hostility as a poten- 
tially disloyal fifth col umn. 

For Narva, which first became 


part of the Russian empire in 1709, 
independence was particularly pain- 
ful as It physically divided the city 
in half 

The bridge across the Narva river 
used to link the city proper with 
Ivangorod, then the eastern suburbs. 
But Ivangorod, run-down and poor 
with its temporary town hall crumb- 
ling and windowless, is now a sepa- 
rate Russian town. It lies across an 
international border which will 


giant shale-oil fired power station 
outside the city was a target for clo- 
sure on ecological grounds. Moscow 
did not help by unilaterally impos- 
ing a double tariff regime on Esto- 
nian imports which forced border 
traders to seek circuitous routes via 
Finland or Belarus. 

As the Estonian economy gener- 
ally started to boom foreign inves- 
tors took over the giant Kreenholm 
textile factory, upgrading quality 


Former Soviet citizens found themselves 
relegated to humiliating second class status 


become Russia's bonier with the 
European Union when Estonia 
becomes a full member of the EU 
around the turn of the century. 

For the crowds of patient, mainly 
old people with lined peasant faces 
who trudge across the bridge for reg- 
ular family visits a special multi- 
entry visa regime only marginally 
improves the bureaucratic hassle of 
their new daily lives. 

But life is definitely improving for 
thousands of workers who faced a 
bleak future of unemployment and 
poverty’ only five years ago. Then 
the huge Soviet-era textile and arms 
factories faced bankruptcy’ and the 


and finding new markets in western 
Europe. Employment has fallen to 
just over 5.000 from the 11,000 
employed in the 1960s but working 
conditions have improved and 
wages, although still low, are paid 
regularly. 

Another Swedish company took 
over and converted the big, modem 
arms Factory which used to employ 
over 6,000 workers, while NRG, a US 
power company, is currently negoti- 
ating to take a 49 per cent stake in 
the power station, which it has 
pledged to modernise and upgrade. 

Anatoli Paal. the chief executive of 
Balti Elektrijaam. the power station 



complex, is also chairman of the city 
councfL 

“Every year we run a poll on citi- 
zenship attitudes. The latest poll 
showed that 76 per cent of parents 
say they want to become Estonian 
citizens while 95 per cent want their 
children to become Estonians,” he 
says. Another favourable indicator is 
growing support within the .city 
council for the city budget, which 
has risen from EBKT Qm ($4. 7m) 
three years ago to EEK245m in 1998. 

Although more and more ethnic 
Russians are opting to learn at tpnc* 
the minimum level of Estonian 
required to obtain citizenship the 
city remains overwh elming ly Rus- 
sian-speaking, which makes practice 
virtually impossible. 

The national government, based in 
Tallinn, is aware of the problem and 
knows that its ability to convert for- 
mer Soviet citizens Into loyal citi- 
zens of the new state will help It loin 
the EU. 

Mart Siiman, the prime minister, 

says: “Part of the problem is that so 
few teachers speak Estonian in areas 
like Narva. So we are upgrading the . 
status and pay for teachers of the 
state language. We also send chil- 
dren from the north-east to stay with 
Estonian families and learn our cul- 
ture the best way, at home." 

Estonia survey, separate section' . 


NEWS DIGEST 



on Yugoslavia 

Tbe US yesterday took a small step towards easing its 
sanctions era rump Yugoslavia as an acknowledgement of 
support given by President Slobodan Milosevic to the 
rung pro-western Bosnian Serb leadership. - • 

Robert Gelbard, US envoy to the Balkans, said he had 
tdd Mr Milosevic that the US was willing to let 
Yugoslavia t ake part in the Southern Europe Co-operation 
Initiative (SECI). a regional trading group proposed by the 
US, increase its diplomatic representation at the UN and 
open a consulate in New York. The Yugoslav airline. JAT, 
would be able to obtain landing rights for charter flights 
in 'New York.. . r 

The Yugoslav government had exerted a "significantly 
positive MiiaKe" that bad allowed the formation, of the 
nftwjgryvim- nriiPT^ t In the Serb-controlled half of Bosnia, Mr 
Gelbard said. But, he added the conditions did not exist 
for the lifting of the US “outs* wall" of sanctions that 
block Yugoslavia's access to International financial 
institutions sod fuD' membership of the UN. 

Mr Gelbard said relations between tbe US and 
Yugoslavia were “more positive 1 ” and hopefully, at the 
start of a process of developments Diplomats said tbe four 
concessions woe mainly cosmetic in terms of economic 
importance but sent a strong signal to Mr Milosevic that 
enrnplia n ce with western demands would be rewarded 

US demands on Yugoslavia include full co-operation 
with the UN war crimes tribunal, progress In resolving 
the conflict with ethnic Albanians^ In Kosovo, and. 
demexxatisation. . Ouy Dirtmore, Belgrade 

■ ALBANIAN GUNMEN . . . 


Town retaken from ‘terrorists’ 

Albania ’s Socialist government said interior ministry 
forces bad yesterday regained control of the. northern 
town of Shkoder from “terrorists’’ who had looted and 
torched banks, shops and official buildings. It was the 
worst outbreak of violence in Albania-since last March 
when Europe's poorest country plunged into anarchy 
following the collapse of pyramid investment schemes. 

About 20 gunmen attacked Shkoder on Sunday., seizing 
and burning the cityhaD, banks, court buildings, the 
university and private shops. Witnesses said residents 
joined the looting. The gang also stormed the main police 
station, freeing abont 30 prisoners accused of murder and 
aiming them. No deaths were reported. - 
Rgn RinsM , sp okesman for the prime minister, Fatos 
Nano, said it was not yet known whether the “terrorist 
gang” was politically motivated. Last month about 20 
sacked policemen attacked the same station in protest 
against the appointment of a new police chief. 

Shkoder. 120km north of the capital Tirana, is a 
stronghold of both the Democratic party of the former 
president, Sali Berisha, and royalists who demand the 
return of Albania’s monarchy. ' 

“The crisis is deepening daily and the situation is 
explosive almost ev ery wh ere," Mr Berisha said by 
telephone from Tirana, yesterday. He called on Mr Nano 
to form a terihnirial government and hold fresh 
elections. . . . Guy Dinmorei Belgrade 

AUSTRIA' 


Call to EU on Slovakia 

The president of Austria, Viktor Klima. yesterday called 
on the EU not to cold-shoulder Slovakia in a way that 
might jeopardise political stability in central Europe 
Austria will assume, the European Union presidency later 
this year/ . "" .7' 

fri a speech m London, Mr Khma conceded the Slovak 
government’s current poor reran) on democratic rights 
justified its exclusion from tee forthcoming accession 
negotiations with five other central European states. But 
he expressed confidence that if it were not deliberately 
Isolated. Slovakia would soon respond to EU pressure and 
incentives: and improve its political performance. For his 
part/Mr Klhn a said he was promoting dialogue between 
Slovakia and Hungary. 

Mr Klima also held- talks yesterday with Tony Blair, his 
UK counterpart, to plan Austria’s takeover of the EU 
presidency from Britain on July 1. In his speech to the 
London School of Economics. Mr Klima made clear he 
plans to continue with the Blair agenda, even to the 
extent of adopting the same slogan of a “people's Europe", 
The social democrat chancellor also endorsed Blairite 
policies for labour flexibility. David Buchan, London 

POLISH STEEL . • 


Privatisation adviser sought 

Poland will be seeking an adviser for the privatisation of 
the steel sector later this year, Emil Wasacz, the treasury 
minister said yesterday. The .treasury would be asking for 
bids after the government approves the plan hevt m onth 
Mr Wasacz’s statement puts a question mark over a call 
earlier this month by Poland's two leading steel mills. 
Sendrimir-in Krakow and the Katowice steelworks, for 
strategic investors. The two mifis have asked potential 
investors tomake preliminary bids by the end of this 
week^This is ah initiative by management," Mr Wasacz 
said, yesterday. He added that investors would be better 
advised' to wait until the government appointed adviser 
had presented an overall privatisation strategy for the 
sector. - - Christopher Bobinski, Warsaw 

GEORGIA HOSTAGES - 1' 


Talks with kidnappers agreed 

Eduard. Shevardnadze. Georgia’s president, agreed 
yesterday to hold talks with a representative of the 
gunmen holding three UN military observers. The 
hostages have been held fear four- days. The kidnappers, 
supporters of Zviad Gamsakhurdfo, the former president 
ousted i n aiSBZ coup,. sdW they were sceptical of the offer. 

Mr Shevardnadze has said the kidnappers are the mwp 
men who were behMd^^astes^niatiiimfottempt against 
him two weeks ago. Howev er , they.deny this. “The 
government is again ready .to start a dialogue with 
G amsak hurdfo foIlower8.' , Mr Shevardnadze said in a 
radio address. , 

A group of heavily-anned gumnen seized four UN 
representatives, along with thedr Georgian driver, last 
Thursday after, shrilling UN headquarters in the' western 
town of Zugdidi Police have encircled the house, which 
belongs to a local also held hostage 

: On Sunday they released one of the four observers, as a 
'gesture qf gbod^tfl".. • AP. Dzhikhaskari, Georgia 

UKRAINE. 


Crimea’s deputy PM dies 


region Qf 

Crimea died yesterday, two weeks after being critically 
-injured in a bomb attack. ■ 

Olexzmder Safontsev ^stained mnftipte shrapnel 
Injuries on February 5 when a bopfo exploded as he was 
entering a hotel in the Crimean capital Rrmfe rrypoi 
A first d^nity-c^irman^Criinga’s Councfl of 


energy sector in Crimi^'aKack;Sea peninsula which Is 
an. autonomous- region -regacm of TTlfr atna. .- 

Although the reasons for the attack are not yet known, 
MrSafantsev was'^oeeto Qriruea’siffime minister, 
Anatoly F ranchn k , himself an ally of Ukraine's .president, 
Leonid K uchma ' . " ' r ' .'’•’T. •• 

withtbe 

Charles Cloaer, Kiev 
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NEWS: EUROPE 


ils persist at endgame 


Preparing 

for Emu 


The ’^sti ik l of? 
currency IhstabU- ' 
lty-: and the threat 
of . • speculative 
attack- have-been a : 
regular cause of 
concern for the 
^European Union 
dtrrbgits long; trek 
towards economic 
and monetary 
— union. ' Largely 
because of such worries, finance 
ministers decided last September ■ 
that bilateral conversion rates 
among participating 5 members ’ 
would be announced oh May 2 this ' 
year. The idea -was to minimise 
speculation in the months before - 
Emu begins on January i, iQ9 9. 

But the danger of instability dur- 
ing the interim between May- and ' 
December this year may. have been' . 
underplayed, according: to a lead- 
ing international economist 
Recent economic research sug- 
gests that while the “pre-announce- 
ment” of bilateral rates may reduce 
the risk of speculative attacks ' in 
the run-up to Emu, it does not com- 
pletely eliminate it 
The “endgame” before the formal 
start of the new system is particu- 
larly important There would be a 
serious problem if a currency 7 was 
to trade at a different level from its 


Wolfgang Mundhau 

on a view that 
pre-announced 
Emu conversion 
rates may not stop . 
attacks on a 
member’s currency 

pre-mmoiinced conversion rate on 
the. last day of trading under the 
old . system on December 3L TS&u 

In a discussion paper* on the 
topic, Maurice Obstfeld, a US-based 
international economist writes: 
“The rides of Maastricht and Mad- 
rid "simply do not allow govern- 
ments to 7 set conversion rates inde-. 
pendently of market- developments, 
and that constraint is fatal to credi- 
bility.’' That means finance minis-, 
ten? will have little choice but to 
accept' whatever rates financial 
markets give , them at .the. dose of 
business on December 3L Pre-an- 
npunced conversion rates are 
therefore not legally binding: They 
are' merely ^statements of 'prefer- 
ence. 

The single most important con- 
straint on the process is the rule. 


set out in the Maastricht treaty 
(Art. 1091 ,4) that final conversion 
rates are to be decided after the 
Emu’s final stage begins on Janu- 
ary 1. 1999. 

Another condition was added in 
1995. when EU leaders decided at 
the EU council in Madrid that the 
Ecu was to convert to the euro at a 
rate of one-to-one, a move which 
further limits finance ministers’ 
ablUty to set rates. 

- The way currency markets have 
behaved in the run-up of Emu pro- 
vides little or no evidence of an 
imminent speculative attack. Most 
Investors expect that finance min- 
isters will chose the current cen- 
tral parities of the exchange-rate 
mechanism as the bilateral conver- 
sion rates. 

- Since most EU currencies are 
currently trading close to their cen- 
tral parities, such a decision would 
steer clear of devaluations and 
revaluations of existing currencies. 
It would therefore be relatively 
uncontr o ver s iaL 

But even if the markets are in no 
mind . to speculate, finance minis- 
ters may not be able to achieve the 
pinpoint landing on December 31 
they so desperately need. 

Mr Obstfeld draws a parallel 
with the UK's return to the gold 
standard in 1925. When Winston 


Churchill, chancellor of the exche- 
quer at the time, set a fixed-rate to 
convert pounds into gold, he sur- 
prised the markets, which had not 
expected the decision would be 
implemented immediately. 

Although the pound immediately 
increased in value in a reaction to 
Churchill's comments, it did so by 
less than the pr emium at which 
gold was trading on the morning of 
the speech. 

Mr Obstfeld concludes that even 
if the markets had bad an advance 
copy of Churchill's speech, gold 
would have still traded at above 
the fixed rate on the same morn- 
ing. 

“Translated into the context of 
Emu." be argues, this is “bad news 
for the pure pre-announcement 
approach": that is, even on the 
very eve of the new system, market 
rates may still not be consistent 
with the pre-announced rates set 
by finance ministers. 

Indeed, residual differences 
between last day market rates and 
conversion rates could stem from a 
variety of factors in financial mar - 
kets, such as liquidity shortages or 
overnight interest rates. 

Several solutions have been pro- 
posed, including last minute cen- 
tral bank intervention - although 
such a strategy would never be 


pre- ann ounced. Alternatively, par- 
ticipating EU members could 
decide to lock exchange rates on 
May 1. even though rates would 
formally need to be reset at the 
beginning of 1999. But that system 
could be prone to speculative 
attacks during the eight months 
from May to December. 

Obstfeld proposes an alternative 
system in which national central 
banks offer to buy and sell forward 
contracts in euros for January 4. 
1999. the first day of trading under 
Emu. The value of these contracts 
would be computed using pre- 
announced conversion rates in 
May. The idea would be to let mar- 
kets eliminate any difference 
between pre-announced and real 
conversion rates through arbitrage. 

Such a scheme would only work 
if no country defected from its 
commitment to join Emu. But. in 
any case, if future members of the 
single currency decided to turn 
their backs on the euro, the EU 
would have other, far greater prob- 
lems to worry about than endgame 
perils. 

Maurice Obstfeld, A Strategy for 
Launching the Euro “ CEPE discus- 
sion paper .Vo. 1732, October 1397. 
Centre for Economic Policy 
Research. 90-9$ Gosurell Rd. London 
EC1V 7DB. 


TV and politics 
off German carnival 


T he nation has nearly 
5m unemployed and" 
its domestic economy 
is as flat as a pancake, but 
this year’s pre-Lenten carni- 
val in Germany has broken 
all records. ' . " 

Businesses closed and pub- 
lic services were heavily cur- 
tailed yesterday as millions 
of clowns, chimpanzees, “red 
Indians" and 18th century, 
infantrymen of all ages took 
to the streets of . Cologne, : 
DOsseldorl Mainz. and. other 
Rhineland cities for the tra- 
ditional carnival high point 
the -noisy and. cblourful 
Rosemrumtag parades. 

The Cologne edition of 
Bild newspaper^ which has 
breathlessly chronicled the 
follies and feuds of the carni- - 
val season since it began at 
11:11 oh the morning of;' 
November 11 "last year, esti- 
mates this year’s festivities , 
have generated business 
worth DMlbti (3550m) in the 
city alone, about twice the: 
level of five years ago. The 
20 or so. German manufactur- 
ers of carnival, outfits and 
accessories predict sales this 
year will be sharply, higher 


than last year's ,DM250m. 
... Even, without ‘this year’s 
unseasonably mild weather, 
the 1998 carnival was always 
likely to be an extravaganza. 
The season has lasted two 
weeks longer than in 1997. 
because, of the late onset of 
Lent It has also. marked the 
175th anniversary of the 
.modern. Cologne carnival, 
when tte Protestant state of 
Prussia decided to allow the 
formation of carnival societ- 
ies in . its recently acquired 
Roman Catholic Rhineland 
territories to enable inhabit- 
ants to let off steam in a 
disciplined' manner. 

For the organisers of the 
big processions, order is still 
a very important element in 
a celebration that long , ago 
lost any claim to spontane- 
ity.' The' processions are 
planned to the last detail 
such : as the. . maximum 
weight. (50 grams) for , the 
sweets and trinkets to be 
thrown Into the. crowds from 
the floats. In a r weekend 
radio interview with the 
leading figures', of the 
Cologne carnival, the dll- 
male “triumvirate’’ of prince. 


farmer and maid found It dif- 
. ficult .to .get away from, the 
importance of “discipline" 
and “seriousness". 

The pull of gravity partly 
reflects the way carnival has 
become a showcase for poli- 
ticians, keen to show a ligh- 
ter side to their characters. 
Carnival is also becoming 
big business as organisers 
faced with sharply rising 
costs have found ready 
finance from Germany's tele- 
vision stations. 

- A determined viewer could 
have watched 124 boors of 
carnival jollity in this sea- 
son's final lb days, 39 hours 
more than last year. Among 
high-kicking drum-major- 
ettes and red nosed racon- 
teurs, the viewer would have 
witnessed Norbert “Nobble" 
Blfim. the social affairs min- 
ister. being tipped head first 
into' a giant cooking pot; 
Tbeo Waigeb the finance 
.minister, dressed as a pirate, 
and Helmut. Kohl, the chan- 
cellor, weighed down by 
more than a kilo of carnival 
medals as he welcomed 120 
revellers to the seat of gov- 
ernment-in Bonn. 


A Cologne Carnival float depicts Chancellor Helmut Kohl chopping into a pile of D-Marks 
with an axe marked ‘euro’ ap 


Television is proving to be 
both cause and cure of ram- 
pant inflation in carnival, it 
cow costs an estimated 
DM200,000 to carry out the 
duties of a prince in a city 
such as Cologne, compared 
with DM100,000 two years 
ago. The Rosemrumtag pro- 
cessions in Cologne and Diis- 
seldorf cost more than 
DM1.5m each to stage. Tele- 
vision has come to the res- 
cue. paying ever higher fees 
to screen events. The WDR 
public TV channel, for exam- 


ple, is thought to have paid 
between DM900,000 and 
DMlm to broadcast yester- 
day’s parade in Cologne com- 
pared with DM60.000 in 1995. 

However, the nationwide 
televising of carnival means 
it is becoming ever more dif- 
ficult to escape the phenome- 
non. Carnival parades and 
variety shows have already 
spread outwards ’ from 
Cologne and Mainz, its 
Rhineland strongholds, to 
such unlikely places as 
Braunschweig, dose the for- 


mer east German border, 
and Papenburg in the far 
north west of Germany. 

This is bad news for the 68 
per cent of Germans, who 
according to an opinion poll 
from the Wickert Institute, 
are left unmoved by carni- 
val. They have as little 
chance of stopping its prog- 
ress as do the opponents of 
the euro, who also account 
for about two-thirds of Ger- 
many’s population. 

Peter Norman 


Dispute grows over terms of 
Telecom Italia privatisations 

Agnelli stake 
sparks fears 
on telecoms 


By James Blitz in Rome 

A recent boardroom 
upheaval at Telecom Italia, 
Italy's biggest telecommuni- 
cations company, has set off 
a new political dispute about 
corporate governance. 

At the centre of the con- 
troversy is the claim made 
by some leading politicians 
that the Agnelli family, own- 
ers of the Fiat automotive 
group, have increased their 
grip on Telecom Italia in 
spite of hating only a very 
small stake. 

Shortly before privatising 
Telecom Italia at the end of 
last year, the government 
created a core of strategic 
shareholders at the company 
to ensure it could not 
be bought up by one 
Individual and to stabilise 
the management in its early 
years. 

This group makes up the 
bulk of the company's board. 

The Agnelli family bolding 
company, Ifil. bought a 0.6 
per cent stake in the core 
group, acquiring a seat on 
the board. Overall, the core 
of strategic shareholders 
owns about 7 per cent of the 
company. 

Italian politicians have 
noted that Gian Mario Ros- 
si gnolo, chairman, who 
ousted Tomaso Tomassi di 
Vignano as chief executive 
last week, spent 22 years 
working for the Fiat group. 
The general manager in 
charge of strategy appointed 
in last week's shake-up has 
also been the Ifil representa- 
tive on the board. 

In a speech at the week- 
end. Massimo D'Alema, the 
leader of the Democrats of 
the Left (DS), the largest 
party in the governing coali- 
tion, expressed concern that 
the Agnelli family had 
"acquired enormous power 
with a stake that is so 
small". 

Vincenzo Visco. Italy’s 
finance minister, also 
expressed concern. Asked by 
the La Repubblica newspa- 
per whether it was right that 
a shareholder with 0.6 per 
cent of the company's capi- 
tal could run Telecom Italia, 
be answered: “It is not and it 


is a sign that something has 
gone wrong." 

Senior figures at Telecom 
Italia yesterday acknowl- 
edged that the Ifil group may 
have slightly increased its 
control of the telecommuni- 
cations company. But they 
argued that ITU’s increased 
influence was largely due to 
its extensive experience in 
managing a wide range of 
companies. 

“The fact is that the 
approval of Rossignolo or 
chairman and everything he 
has done since could not 
have happened without the 
backing of other leading 
shareholders on the board, 
who have no connection at 


The row over 
recent 

developments is 
likely to raise 
questions over the 
implications of 
setting up a 
system of core 
shareholders in 
privatisations 


all with the Agnellis and 
Ifil." said one leading figure. 

Some leading commenta- 
tors tried to play down the 
row over the Agnellis. 
Eugenio Scalfari, the former 
editor of La Repubblica, 
claimed Mr Rossignolo, a fig- 
ure of considerable interna- 
tional experience, “would be 
more independent than the 
people who appointed him 
might think". 

Nevertheless. Franco 
Debenedetti. a leading free- 
marketeer within the gov- 
ernment’s coalition, took the 
view that Telecom Italia 
should have been exposed to 
more competition in the first 
place. 

“The government's mis- 
take thus far is that it has 
been too slow awarding 
licences for fixed and mobile 
telephony - and that it 
failed to break up the com- 
pany prior to privatisation." 
he said. 


Dr. HtnESohcttK* 
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“Get the chemistry right and the energies 

START FLOWING. It'S ALL IN A DAY'S WORK FOR 

Elf Aquitaine and STEAG in Leuna.” 


The challenge is always to de- 
velop the perfect solution, no 
matter how specialised customer 
requirements may be. STEAG, a 
German Independent Power 
Producer, has earned a reputa- 
tion for perfect solutions the 
world over. 

Take Leuna, where in under 2 
years we planned, financed, built 


and commissioned a power sta- 
tion to supply Elf Aquitaine's 
new refinery. This power station, 
the most advanced of its kind in 
the world, is fuelled almost en- 
tirety with refinery residues, tt 
scores highly for environmental 
compatibility, for productive use 
of a non-renewable resource 
and, above all, for economics. 


STEAG. The German Independent Power Producer. 


We at STEAG wish our custom- 
er Elf Aquitaine and everyone in 
Leuna a prosperous and suc- 
cessful future. We’re glad to 
have had a part in shaping H. 


~ STEAG 

Akttemgesellschaft 
- D- 4 S 11 ? Essen 

. ». Pub he Relatione 

Phone. ♦49-301/B01 46 12 
Fax: +49-501/801 -«5 50 

internet httpx'www.STEAG.oe 
' e-mail; STEACei-cn/me 0o 

*• STEAG Is part or the RAG 
Group ot Companies. 
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NEWS: ASIA-PACIFIC 


NZ power cut ‘will hit output and exports 


By Terry Hall and agencies 

A massive power failure in 
the centre of Auc klan d, New 
Zealand's largest city and 
business hub. is forecast to 
cost its economy millions of 
dollars in lost exports and 
output. 

The centre of the city has 
been blacked out after power 
cables supplying the central 
business district failed. 
Authorities warned that sup- 
plies might not be restored 
for at least another week. 

Hundreds of businesses, 
including banks, were closed 

Japan to 
push on 
with bank 
fund plan 

By GRfian Tett in Tokyo 

Japan’s plans to inject 
public funds totalling 
Y13,000bn ($L02bn) into Its 
troubled banks should not 
be derailed by the corrup- 
tion scandals in the sector, 
an influential government 
committee said yesterday. 

Yoko Sazan ami. the chair- 
woman of the so-called com- 
mittee of seven wise persons 
appointed by tbe govern- 
ment to devise the criteria 
on which banks would qual- 
ify for state assistance, said: 
“Public fund injection 
should be considered sepa- 
rately from the banking 
scandal." 

Tbe committee's assur- 
ance m eans tbe government 
will press ahead with the 
massive recapitalisation of 
the country's banks, despite 
the initial doubts of some 
banks. 

Several banks have said 
they were reluctant to par- 
ticipate in the initiative 
because it may mean further 
scrutiny by toe seven wise 
persons. 

Some banks feared accep- 
tance of public money would 
make them vulnerable to 
new government pressure. 
Other banks which have 
become entangled in scan- 
dals simply want to avoid 
additional scrutiny. 

The LDP, however, has 
stepped up pressure on the 
banks to participate, saying 
the success of the scheme 
was essential to restore con- 
fidence in the country's 
financial sector. They have 
said the criterion for 
qualification would not be 
severe. 

Last week parliament 
passed a bill which would 
allow up to Y13,000bn of 
public funds to be used to 
buy preferred stock in banks 
to strengthen their capital 
base. It was part of a 
Y30.000bn support plan for 
toe financial sector. 


yesterday as the city centre 
struggled to cope with the 
shutdown. Max Bradford, 
the government's energy 
min ister, said losses were 
likely to run into “tens of 

min inns of dollars". Private 
sector economists said 
growth in gross domestic 
product might be reduced by 
between 0.25 to 0.35 percent- 
age points in 1998 because of 

the cut 

The Auckland port author- 
ity said the power failures 
had hit at the worst possible 
time, the height of the 
export season. The port is 


New Zealand's main export 
outlet and has nearly 1,000 
refrigerated containers died 
with export cargo such as 
butter and meat, worth 
about NZS25m ($14mj. 

The port uses substantial 

amounts of electricity to 
refrigerate export produce, 
but has used generators 
since Friday. The port said 
24 ships were due in the next 
few' days but it bad told at 
least three big container 
shipping clients to go else- 
where, because of the lim- 
ited services available. 

Mercury - Energy, the elec- 


Suharto ‘drops 
his currency 
board plans’ 


By Sander Thoenes 
in Jakarta 

Senior officials and 
diplomats in Indonesia 
believe President Suharto 
has quietly shelved contro- 
versial plans for a currency 
board but will not admit it 
for fear of losing face shortly 
before he Is due to re-elected 
for a seventh term. 

“The president has not 
made any other decision 
since he instructed parlia- 
ment and the finance minis- 
try to prepare for a currency 
board system." Mar’ie 
Muhammad, finance minis- 
ter. told a parliament hear- 
ing yesterday. “The presi- 
dent will decide when the 
currency board system will 
be implemented." 

The finance minister's 
comments leave the govern- 
ment formally committed to 
introducing a currency 
board, which would peg the 
rupiah against the US dollar, 
backed by currency reserves 
and a pledge to buy every 
rupiah with dollars. 

But many officials, diplo- 
mats and business execu- 
tives believe the president 
has quietly shunned tbe con- 
troversial quick-fix and. fol- 
lowing intense international 


criticism, is now reconciled 
to a more conventional, and 
painful, economic readjust- 
ment. 

“The currency board is 
dead." one brokerage analyst 
said. “It was a daft idea to 
begin with." 

President Suharto's appar- 
ent reversal lifts toe threat 
of the International Mone- 
tary Fund cancelling its 
$43bn rescue package. The 
Fund has said a currency 
board is premature and inap- 
propriate. given Indonesia's 
economic fundamentals. 

Disappointment over a 
Group of Seven meeting last 
weekend, which offered little 
to Indonesia and its neigh- 
bours. pushed down the 
rupiah from RpS.100 to the 
dollar to Rp9.650 yesterday; 
some traders suggest the 
rupiah is heading for a big 
slide this week as expecta- 
tions of a currency board 
fade. 

There is talk that Mr 
Suharto is considering a 
dual-tier exchange rate, 
which would offer dollars at 
Rp5,000 only for essential 
imports such as rice, wheat 
and cotton, but economists 
fear this would be diffi cult to 
enforce. 

The weak rupiah has 


tricity utility, said it did not 
know what had caused tbe 
multiple failures, and said 
there might be only enough 
mains power this week for 
emergency services and hos- 
pitals. “It’s tbe most incredi- 
ble. freakish bad luck you 
could ever imagine," said 
Jim Macaulay, the Mercury 
chairman. 

Mercury is majority-owned 
by the Auckland Energy 
Consumer Trust, a public 
body of Auckland local tax- 
payers. Mercury has no 
plans to compensate busi- 
nesses and residents for 


losses caused by the failure, 
unless it Is shown to have 
been negligent. 

The New Zealand Insur- 
ance Council said most 
affected businesses would 
not be able to claim against 
their insurance, unless they 
had special protection 
against business interrup- 
tion caused by power failure. 

Central city residents have 
been evacuated, with the 
city's hospitals and hotels 
running on emergency gen- 
erators but with substan- 
tially reduced services. 

The government yesterday 


announced a public inquiry 
into reasons for the failure 
of the four power cables 
which supply the five square 
kilometres of the central 
city, and the handling of the 
problems by Mercury. 

Mercury has suggested the 
problem was caused by 
breakages and shrinkage , in 
toe cables, due to hot and 
dry weather. But toe compa- 
ny's critics say it has not 
spent sufficient money since 
1993, when it ceased to be 
owned by central govern- 
ment, on upgrading its 
cables. 



Police arrest Karlina Laksono, the organiser of a protest over rising prices, during a 
demonstration by the Indonesian women's group Mothers Care in Jakarta yesterday 


wrecked government efforts 
to stabilise prices of 
imported rice, milk and 
other products, and sparked 
sporadic food riots. 

Police yesterday detained 
three women in Jakarta 
who. along with some 50 oth- 
ers. defied a four-week ban 
on public meetings to protest 
at the tripling of milk prices. 

Indonesia has asked the 
World Bank to co-ordinate 
the procurement of food aid, 
and Australia will open talks 
this week with Jakarta on 
an emergency food aid pro- 
gramme. 

Japan, the US and other 
trading partners have tied 
an offer of extra trade cred- 
its to the scrapping of the 
currency board plan. 

They have stuck by a 
broad reform agreement 
signed by the IMF and Mr 
Suharto in January. An IMF 
delegation is reviewing prog- 


ress on that agreement this 
week, and some Fund offi- 
cials have already indicated 
the record is mixed at best 

After an impressive flurry 
of decrees in the first week 
after the signing, the govern- 
ment has given out Uttle 
news. 

Several trading monopo- 
lies and cartels that were to 
be axed by February 1 are 
still operating, including 
some involved in wood prod- 
ucts and newsprint. The 
chairman of the state food 
logistics agency yesterday 
said it would keep its 
monopoly on sugar distribu- 
tion until prices stabilised. 

IMF officials are believed 
to be sympathetic to the 
delays In dismantling the 
logistics agency, Bulog, 
given widespread shortages 
and lack of financing for pri- 
vate entrepreneurs to take 
its place. 


But Bulog is also under 
scrutiny for alleged wide- 
spread corruption. One 
trader claimed a Bulog offi- 
cial offered him discounted 
sugar and rice last week that 
was meant for distribution 
to the country's poor. 

Clear progress has been 
made on banking reforms, 
vital to the country's recov- 
ery. A h ank restructuring ; 
agency has been set up. leg- 
islation is . forthcoming and 
the central hank has set a 
deadline for the end of the. 
year for hanks to raise, their 
capita] adequacy ratio. 

This is likely to farce most 
of Indonesia's 200-odd hanks 
to merge. 

But Tom Inglis, head of 
research for ING Barings in 
Jakarta, cautioned that 
bankers might be tempted to 
keep bad loans on the books 
to avoid lowering their ratio 
further. 


Australia seeks to ease Jakarta’s woes 


By Gwen Robinson In Sydney 

Australia launched a campaign 
yesterday to help defuse tension in 
Indonesia, urging greater leniency 
in conditions set by the Interna- 
tional Monetary Fund and sending 
senior aid officials to Jakarta to dis- 
cuss emergency relief assistance. 

The campaign, drawn np last 
week, was seen as a response to 
growing fears that civil unrest in 
Indonesia might cause regional 
instability and conld trigger a flow 
of refugees to Australia. 


Alexander Downer, Australian 
foreign minister, said the cabinet 
remained committed to the struc- 
ture of the USS43bn IMF rescue 
package as "toe only solution” to 
Indonesia’s crisis. Australia agreed 
to contribute USSlbn as a back-up 
loan if needed once toe IMF funding 
is exhausted. 

Air Downer urged adjustments to 
toe proposed reform measures, 
including delaying toe removal of 
some subsidies and toe imposition 
of price controls over staple goods. 
The modifications to the package 


shonld be offered to Indonesia in 
exchange for abandoning President 
Suharto's currency board proposal, 
Mr Downer added. 

Australia, along with leading 
industrial powers, does not support 
Indonesia’s proposed currency . 
board system. 

Australia plans to lobby the IMF 
and main donor countries, including 
the US and other G7 nations on its 
proposal to relax certain measures, 
be added. 

“While Australia supports the 
IMF package, toe IMF needs to be 


sensitive to the need for political 
stability in Indonesia... measures 
which generate widespread unrest 
will weaken, not strengthen, the 
capacity of the . Indonesian govern- 
ment to reform the economy,” Mr 
Downer said. • 

Australian aid officials arrived in 
Jakarta yesterday to discuss food 
aid for toe country. 

The main aim of Australian aid 
would be to alleviate food shortages ' 
caused by the prolonged: drought 
and the collapse of the local cur- 
rency, they said. 


NEWS DIGEST 

Banks ponder 
Korea terms 

The campaign to win acceptance for South Korea's debt 
restructuring plan began yesterday as documents 
detailing ; rtie renegotiated terms were dispatched to banks 
around the world. Bankers have insisted that the new 
terms offered for $24bn of interbank loans falling due this 
year are 1 not a debt rescheduling, gmee hanks with loa n s 
outstanding to Korea can qpt out of the deal. 

•• But bankers say the deal, agreed in principle last month 
.by representatives of 13 from 11 different countries, 
must stfll achieve a “critical mass” of acceptances. If 
some smaller creditors with few continuing business links 
to Korea decide to turn down the new terms, it will not be 
-a disaster. However, at least $l8bn of debt will have to be 
restructured to extract Korea from its payments 
difficulties^ a banka - warned yesterday. . 

Under the deal, short-term foreign currency loans made 
to Korean hanks will be exchanged for new loans which 
are guaranteed by the state, and which run for one, two 
and three years. These loans will pay interest rates of 2U, 

2 Y% and 2% per cent over six-month Libor, the main 
. benchmark for interbank len din g. . 

By avoiding a formal rescheduling, the banks have 
.ensured that their Korean debt will carry a lighter capital 
adequacy requirement. George Graham. Banking Editor 

■ KOREA PM 

Kim Jong-pil nominated 

South Korea's president-elect Kim Dae-jung yesterday 
nominated former political rival Kim Jong-pil as his 
prime minister and asked the majority party to confirm 
him But the nnminatkm ls subject to confirmation by the 
National Assembly, in which tbe Grand National party, 
the party of outgoing President Kfm Yourtg-Sam. holds a 
majority and has vowed to oppose the nomination. 1 

. Kim Dae-jung, who' will be. sworn into, office tomorrow, \ 
forged a political alliance with Kim Jong-pil in the 
December 18 election to mrehang e for the prime minister's 
job. ' 

Kim Jong-pil is anarch-conservative who held the 
position once before for four years under 
general-turned-president Park Chung-hee who ruled 
Korea through the 1960s and 70s. Kim Jong-pil played a 
key role in a coup d'fetat which brought Park to power in 
196L toe of the reasons the Grand National party has 
used to oppose his nomination. Reuters, Seoul 

■ OVERWORK CLAIM : 

Y52m damages for suicide 

A Japanese doort yesterday awaked damages to the 
family of a company employee who committed suicide due 
to overwork. A judge in central Japan’s Okayama 
Prefecture orderedRawasaki SteeJfto payA32m ($415,000) - 
in compensation to the family of Jnrifcfii Watanabe, ' . 
ruling that unreasonable working honrs~witonulTest ifld 
him to take his-life. • - • : . -f ■ 

Mr Watanabe, 41, jumped to his deato from'the sixth ' 
floor erf a building in June I99l, after. Working for six 
months with only two days off. Kamsm^ar death from 
overwork," is a phenomenon ' 

Last December, a judge in the industrial je4ty«f Nagoya 
threw out a case involving the death of a 38-year-old 
computer engineer walking for department storechaln 
Matsuzakaya. saying that the-p eriod hA w nrfcf*r n w»rtimp 
was not excessive. . - : . "• ' Tokyo 

■ VIETNAM. : 

— ’’ ■ 

Corruption ‘behind strife’ 

Vietnam's presidad Tran Duc Luong yesterday conceded 
that corruption lay- behind months of recent rural unrest 
and sald.paoly and state'officials had been instructed to 
learn lessons from the strif&.MrLiumg, who was : - - 

appointed president in September , told foreign 
correspondents thai-the country's decade-old economic 
reform process .had achi ev ed only limited success in 
improvir^ itvi^ standards in rural areas ln some .... 
regions, he - said, local officials had embezzled funds. 

“This .is a lesson for us,” lie said. “Our party and our 
state recognises that the discontent of the people in these 
cases wak right The party and state 1 system have been 
asked to draw lessons so that all units can grasp and 
strictly follow party and state principles.” Reuters, Hanoi, 
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GREEK PETROCHEMICALS S.A. 

(Under Liquidation) 

EXTENSION OF DEADLINE 

The liquidators of GREEK PETROCHEMICALS S.A.. 
established at 18 Kifissias Avenue. 151 25 Athens, 
(Tel. +301 6843526, 8 Fax +301 684 3527) and under 
liquidation in accordance with Law 2190/20 and resolution 
of the General Meeting of Shareholders on 20.3.1995. 
hereby announce 

an extension to Monday, 30 March 1998 
by 12:00 noon local time (GMT +2) 
of the deadline for the submission of sealed, binding offers 
for die purchase of equipment and bulk materials, catalyst 
unit excluded, of a 50.000 TPA HDPE plant based on Union 
Carbide UNIPOLgas phase technology, as published in the 
Financial Trines on 13 and 14 January 1998. 

Offers will be unsealed on Monday. 30 March 1998 at 
14:00 hre. local time. 

All other terns of the original announcement remain 
unchanged 

Contact: Mr P. Poiiris, 

TeL +301 6843526. 8 or +301 6845104 


For further irtfee mJrtkm, please contact Patrid, Brennan In Tokyo 
Teh -01 3205 4050 Fix; *81 3205 1264 
emalpitrfCicbrenreaneFTjxim 
Jemiy MkirUeton 

Tel: *44 171 873 3084 Fjx^ *44 171 873 3204 
email: jenny . mkkUetom? FT.com 

FINANCIAL TIMES 

No FT, no comment. 


Financial Times Surveys 

Danish Banking 
& Finance 

Tuesday April 7 


For further information please contact; Kirsty Saunders 
email: kirsty.sauruicrsSFT.com 
TH: +44 171 873 46?3 1-ax: -44 171 H7S 3304 
or Errw Pro lei: *-t8 .v3"13 4-14 1 Fax: +4S 3303 5330 
erna3;cfna.fjio* J rT.c<vi> 

F INANCIAL TIMES 

No FT. no comment. 


INTERNATIONAL ECONOMIC INDlCATORSi.PBOPUCTlOW AND EMPLOYMENT 

Yrarty data far rttafl sales votame and industrial production plus rf data for the vacancy rats Indicator an In index farm with 1965x100. Quarterly and monthly data tar 
iwaH sales and Inctasofal production show the prxcwntage change over the eonaspondng parted In tha pnrvious year, raid are positive uniass otherwise stated The 
urwrnptqynwnt rats is shown as a peroentape of the total labour force. Figures ter the compo si te taring Manor are end-period values. 
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NEWS: THE IRAQ CRISIS 


UNITED NATIONS 


Annan efforts take UN back to centre-stage 


If Ron Annan, United 
Nations secretary general, 
wins approval from the 
Security Council and man- 
ages to make the deal stick, 
he will have helped return 
the United Nations to centre- 
stage. 

For many of the UN’s 1S5- 
member states, failure to 
reach an agreement and sub- 
sequent military action 
would have sounded the 
death knell for the United 
Nations. Mr Annan has 
accomplished, at least for 
the time being, what he set 
out to do - to avert US-led 
military strikes against Iraq. 

The US and Britain will 


now come under pressure to 
postpone plans for military 
action and allow the secre- 
tary general time to imple- 
ment the deal signed yester- 
day in Baghdad. 

Diplomats yesterday wel- 
comed Mr Annan's success 
but reserved judgment until 
they learned the details of 
the deal reached yesterday 
in Baghdad. 

In the face of US resolve to 
use military force unless 
Iraq's president Saddam 
Hussein gave UN weapons 
inspectors unrestricted 
access. UN diplomats said 
Mr Annan was unlikely to 
return to New York with a 


deal that fell short of Wash- 
ington's requirements. 

But other UN observers 
questioned whether the 
soft-spoken Mr Annan would 
have been able to convince 
the Iraqi regime to abandon 
its objections to the UN mis- 
sion to dismantle Baghdad's 
arsenal of deadly weapons. 

Mr Annan win report to 
the Security Council today 
Ahead of Mr Annan 's return, 
Iqbal Riza, his chief-of-staff. 
yesterday afternoon briefed 
the five big council powers - 
US. Britain, Russia, China 
and France - about the deal. 

Before heading for Bagh- 
dad, Mr Annan, was careful 


to stitch together a consen- 
sus among the five perma- 
nent members, consult with 
the Council's 10 elected 
members and talk with 
world leaders, from the 
West Russia, and the Arab 
world. He wanted to make 
sure, he said, that he had 
“everybody on board" if he 
returned with an agreement 
in the biggest challenge 
since he took office 14 
months ago. 

Britain will now press for- 
ward with a resolution nail- 
ing down the agreement and 
also give full authority to 
the UN to respond “rapidly 
and by whatever means are 


CONTROVERSIAL WEAPONS INSPECTOR 


UN will keep Australian 
diplomat under scrutiny 


Since the outbreak of the 
Iraqi crisis, Richard Butler, 
the Australian diplomat 
heading the UN weapons 
inspections committee, has 
stood at the centre of the 
controversy. 

Appreciated by the US for 
his tough stance and his 
assertions of Iraqi deceit, Mr 
Butler is hated in Baghdad 
where he is accused of exag- 
gerating and fabricating 
claims about Iraq's ability to 
produce weapons of mass 
destruction. 

If the agreement between 
the UN and Baghdad is 
accepted by Washington. Mr 
Butler will remain in the 
spotlight. His relationship 
with Iraqi authorities will be 
under close scrutiny by KoQ 
Annan. UN secretary- 
general. and an improve- 
ment in the relationship will 
be an essential element in 
preventing another crisis. 

Iraq has perceived Mr But- 
ler as America's man, 
charged with for ever delay- 
ing the lifting of UN sanc- 
tions imposed after the 1990 
Iraqi invasion of Kuwait by 
claiming that Iraq was 
obstructing inspectors’ work. 

"It was essentially left to 
Butler to decide the fate of 



Bn tier Iraq sees him as 
America's man 

Iraq,” complains an Iraqi 
official. Some of Mr Butler's 
inspectors were seen, in the 
words of a senior diplomat, 
as adventurers who had 
little respect for Iraq's sover- 
eignty and were accused of 
spying for the US. 

But criticism of Mr Butler 
over the last few months 
began to extend beyond 
Baghdad. His comments on 
the Iraqi crisis turned him 
into a pariah throughout the 
Arab world. and drew repri- 
mand even from some UN 
Security Council members. 


Charged with the technical 
task of finding and destroy- 
ing Iraq’s weapons of mass 
destruction. Mr Butler’s job 
became politicised and his 
remarks fuelled the crisis. 

The 55-year-old diplomat 
who took over Unscom in 
May last year Is a skilled dis- 
armament negotiator and a 
former ambassador to the 
conference on disarmament 
in Geneva. He spent five 
years as Australia's envoy to 
the UN. including 1996, when 
Australia lost its bid for a 
non-permanent seat on the 
Security Council. 

But perhaps what the 
world will remember most 
about Mr Butler is his quote 
in the New York Times last 
month. In which he claimed 
Iraq had enough biological 
material to “blow away Tel 
Aviv, or wherever." The 
remarks sent Israelis into a 
frenzied search for gas 
masks. 

Iraqi President Saddam 
Hussein was warned not to 
hit Israel and talk of Israeli 
retaliation, possibly even 
with nuclear weapons, 
spread, leading to declara- 
tions by Boris Yeltsin. Rus- 
sian president, that a US and 
UK-led military strike on 
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necessary" should Mr Sad- 
dam break the agreement, 
said a spokesman for Tony 
Blair, British prime minister. 

The staunchest American 
ally on the council, Britain 
has said that another resolu- 
tion declaring Iraq in ‘^mate- 
rial breach" of the .1991 
ceasefire terms was . not 
legally necessary but politi- 
cally desirable as a tool to 
persuade Iraq to comply 
with the UN. 

On the basis of previous 
experience with Mr Saddam, 
both the US and Bri tain still 

reserve force as an option, if 
Iraq refuses to meet UN 
demands. A new resolution 


would also pave the way for 
further military action in the 
event Iraq fails to meet UN 
demands. 

Mr . Annan’s success in 
brin g in g 1 the UN back to the 
centre of world politics, 
hinges not only on whether 
the US backs this agreement 
but also if Washington pays 
more than $2bn in outstand- 
ing dues. 

Diplomats last week ridi- 
culed American insistence 
that military action was nec- 
essary to uphold UN author- 
ity since Washington's fail- 
ure to pay its arrears has 
hard hit the world body. 

The secretary general, the 


unspoken American and 
British candidate to succeed 
the discredited Boutros 
Boutros Ghali, still has to 
win over the Republican- 
dominated Congress. 

, Even as the agreement 
was announced. Republican 
Senator John McCain critic- 
ised the CHnton administra- 
tion for giving' the UN too 
i mp o rta nt a role. He said: “It 
should be the United States 
of America that does the 

negotiations and not the sec- 
retary general of the United 
Nations." 

Laura Silber 


EUROPEAN UNION 

Europe 
finds its 
common 
voice late 
in the day 


bluffing? 


Iraq could lead to a world 
war. 

A few days earlier, Mr But- 
ler had appeared before the 
conference of presidents of 
big American Jewish organi- 
sations to speak about Iraq. 

Baghdad's claims of full 
compliance with UN resolu- 
tions. he told his audience, 
were “not remotely credi- 
ble". In an Arab world at 
odds with Israel, the two 
incidents were enough to 
support Iraqi rfaima that Mr 
Butler was biased. 

After the signing of the 
agreement with Tariq Aziz. 
Iraq’s deputy prime minis- 
ter, Mr Annan said yester- 
day that Mr Butler would 
remain in his job bnt he 
emphasised that Unscom 
would be ftnhanrwd . presum- 
ably through the addition of 
diplomats to teams inspect- 
ing presidential sites. Indi- 
rectly, Mr Annan sent an 
important message to Mr 
Butler and other inspectors 
when he said that in today’s 
world “we need to be sensi- 
tive to concerns of others 
and understand other cul- 
tures”. 

Roula Khalaf 
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ISRAELI ARSENAL 


US accused 
standards on 






During the standoff between 
Iraq and the US. one of the 
repeated criticisms by some 
Arab countries of Washing- 
ton's policy towards Bagh- 
dad was its double stan- 
dards. 

If, as President Hosni 
Mubarak of Egypt argued, 
the US was forcing Iraq to 
comply with United Nations 
resolutions, why did it not 
exert the slightest pressure 
on Israel over its flouting of 
UN resolutions. 

Some Arab leaders also 
argued that if the US 
demanded that Iraq should 
open up its stocks of weap- 
ons of mass destruction to 
inspection, why did it not 
apply the same pressure on 
Israel. If such weapons con- 
tribute to instability in the 
region, should Israel not be 
called to book as wen. 

Israeli officials rejected 
such comparisons. On the 
one band, they said, Israel, is 
a democracy. It would not 
threaten its neighbours as 
Iraq and Iran had done to its 
Arab neighbours, although 
Israel invaded Lebanon in 
March 1978 and again in 
June 1982. 

On- the other, while intelli- 
gence experts say Israel has 
between 80 and 200 unsuper- 
vised nuclear missiles this is 
not acknowledged by the 
government. Officials say 

THE ARAB VIEW 


Israel will not be the flrst to 
introduce nuclear weapons 
into the region, although 
they add In the same breath: 
“our nuclear deterrent has 
nothing got to do with prolif- 
eration." 

But if Israel claims its 
nuclear deterrent and chemi- 
cal stockpiles do not lead to 
proliferation, why have suc- 
cessive governments been 
reluctant to ratify the Chem- 
ical Weapons Convention or 
sign the Nuclear Prolifera- 
tion Treaty, leading the way 
to international inspection? 

Israel's answer is that it 
will take none of these steps 
until there is a comprehen- 
sive peace in the Middle East . 
and until all other countries 
ratify the Chemical Weapons 
Convention. Given such a 
view, defence experts say 
prospects far reducing such 
weapons of mass destruction 
are a long way off given the 
virtual collapse of peace 
talks between Israel arid the 
Pales tinians 


weapons stockpiles pro- 
cessed at the Dimbna 
nuclear reactor plant in tjie 
Negev. No Israeli official will 
confirm or deny the exis- 
tence of its nuclear capabil- 
ity, invoking instead , the 
“doctrine' of ambiguity*. . 

Arab countries say Israel's 
chemical and nuclear capa- 
bility encourages prolifera- 
tion and perpetuates insta- 
bility in the region. So far, 
Iran, and liai q are the only 
two countries^ suspected of 
developing a nuclear capabil- 
ity, while all countries in the 
region, with the exception erf 
Israel, have signed the NPT. 

. ’‘Israel's nuclear arsenal. 
In itself, has probably not 
proved to be so destabilising 
as some Arab countries 
make out," said Peter Jones, 
a specialist in Middle East 
security and^arms control at 
Siprt the Stockholm-based 
peace ..'and ^-ffisdritns^ei^t 
institute. . . ■' J 1 .* 


- The European Union has 
struggled to reach a common 
position in response to the 
crisis over United Nations 
weapons ins pections in Iraq, 

• but yesterday EU foreign 
ministers lined up behind 
the' diplomatic solution 
achieved by Kofi Annan, UN 
secretary general. 

Despite some important 
caveats about the precise 
nature of the agreement 
with President Saddam Hus- 
sein. the reaction among EU 
foreign ministers in Brussels 
was a cautious optimism 
that the deal would avert a 
US-led military strike 
against Iraq. 

The Iraq crisis has high- 
lighted the pitfalis which the 
15 EU member states face as 
they seek to. turn the 1992 
Maastricht treaty's vision of 
, a common foreign and secu- 
rity policy into reality. 

Britain, which took the 
rotating EU presidency on 
January L, 1998, has been 
attacked by some EU part- 
ners and the European par- 
liament for pursuing an 
overly pro-American fine 
and ignoring the need for 
“Europe" to speak with one 
voice. . 

Divisions loomed larger 
because France left no doubt 
that it favoured a diplomatic 
rather than a military solu- 
tion. The rapturous recep- 
tion which Tony Blair 
received during his inaugu- 
ral prime ministerial visit to 
Washington . accentuated 
Britain’s; pro-US tilt - hut 
obscured subtle Anglo-Amer- 
ican differences, particularly 
over the insistance of Robin 
Cook, UK foreign ’minister, 
on a new UN resolution 
before, a military strike. 

In feet, British and French 
diplomats agree that the Iraq 
crisis was never a suitable 
test-case tor a common Euro- 
pean, foreign policy. Most of 
the diplomatic .action took 
place at the UN in New York 

- not in Brussels. 

Kltmq Kink pi, .German, for- 
eign minister,' cautioned yes- 
terday against raising unre- 
£lis^_ex^ctetw a 

common policy. A senior 
French official agreed: it was 
pointless to expect the four 
“neutral", countries of Aus- 
tria, Finland, Ireland, and 
Sweden to take the same 
position as France or 
Britain. 

In practice, the Iraq crisis 
was largely a contest 
between Britain and France 
to. coax the rest of the EU 
into their respective 
camps. 

By British reckoning, nine 
countries, including Bel- 
gium, which refused to sup- 
ply bullets during- the 1991 
Gulf War, explicitly sup- 
ported a military option. Fin- 
land, Austria and Ireland 
were hesitant. France, Lux- 
embourg and Greece were 
more vocal in their opposi- 
tion... 

_ On the other hand. Frahce 


“There . aire ^tensions 1 could claim with some justi- 
. .. - b etw een L'Aiab :cbuntries. ,ffcation that it contributed 

“We are not willing to fake "■ Those Who have w«®Sfe$a£:': taVMr Annan's diplomatic 
any unilateral measures mass destixi&fcm.t^ and that the 
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This same argument is.: , . 

applied to Israel’s nuclear Judy Dempisey 


-Lionel Barber 


A sense of 
still suspicious 



£*iirtl3i§SiSi 


Iraq’s agreement to allow 
United Nations inspectors 
unlimited access to sus- 
pected weapons sites leaves 
Arab states which opposed. 
US air strikes faced with 
uncertainty. This Is because 
they wonder whether their 
pleading of the Iraqi case 
will give them leverage over 
a regime they still regard 
with deep suspicion. 

Across the Middle East, 
the deal brokered by Kofi 
Annan, UN secretary- 
general, was met with relief 
yesterday. Arab opposition 
to military strikes stemmed 
from anxiety over likely fal- 
lout. The prospect of Iraq’s 
disintegration and an explo- 
sion of region-wide popular 
protest against attacks on an' 
Arab state, dominated the 
response of regional leaders. 

“The political option has 
won out in solving the crisis,, 
preventing the Middle East 
from plunging down, to a 


dangerous 'oTSSs-roadswtdch 
could have fed ton catastroi 
pbe and threatened \life 
entire region, and. the inter- 
ests of the superpowers," 
Esmat Abdel Meguid, sec- 
retary-general of the Arab 
League, said yesterday. 

Ihe Gulf states, still theo- 
retically the most vulnerable 
to Iraq's arsenal, yesterday 
applauded Mr Annan’s suc- 
cess in securing a diplomatic 
solution. Russia, France and 
the Arab League, as well as 
individual Arab states, had. 
sought areas of compromise. 

For Arab states, the five- 
week crisis has been a deli- 
cate balancing jact between 
domestic political consider- 
ations and an assessment; of 
Iraq's, real importance to 
regional. security. • 

Regional leaders have, con- : 
eluded that Iraq does not 
represent as great a threat to 
their security as the stale- 
mate, in the Arab-Israeli. 


^ peace process,- while' 

- out ; from, air .strikes 7 taldiq* 
''was unpr^btdble/?-- " 
"[The . agreement]' has 
saved ns from 1 the horren- 
dous results of military 
activity," Jawad Anani, Jor~ 
dan's deputy prime minister, 
said yesterday. ‘WVje hope the 
agreement’s implementation 
will end the.- tragedy which 
has lasted seven years, and 
economic sanctions against 
Iraq will be lifted in return 
for that." 

. While Mr Annan has made 
clear the agreement does not 
inditide; any time limit on 
weapons inspections and 
sanctions . lifting, regional 
states are . likely to exploit 
the. present momentum to 
hridf Iraq’s 1991 Gulf war 
. surrender conditions - to a 
dose. ^ ; /. . _v . . 

Few Arab Jeadeirs have 

close relationa Jwiar^Bresi- 
dent Saddam . Hussein; but 
hcpe-iheS: opposition to air 


V.s^i^e^will give them some 
influence' with, the regime 
and encourage it to play a 
less destabilising role, partfo- 
ularly over Kuwait. 

“We are very happy this is 
the solution the Iraqi gov- 
-emment reached with the 
representative of interna- 
tional legitimacy,” said Amr 
Moussa. Egypt's foreign min - 
ister “Now. this is dope, 
there are no problems." 

Unlike the peace dividend 
which emerged from the 1991 
war. Mr Annan's diplomatic 
success has further dented 
the flagging credibility of the 
US as an honest broker in 
the eyes of its Arab allies.; 

This is likely to hamper 
revitalisation of the Arab-Is- 
raeli peace process, leaving 
Arab state! faced wiflrlittifi 
improvement ' in what they 
view as .the very important 
issue of regional seenrity. 

Mark Hoband 
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in 4 Workers reject Caterpillar labour deal 


By Midd Talt in Chicago V 

Caterpillar, - the - large US 
equipment manufacturer, 
yesterday refused to? say' 
whether it would make a. 
fresh attempt to secure a 

labour pact with its. 12UXK) 

unionised workers after a 
tentative agreement, recom- 
mended by leaders of the 
United Auto Workers imtmi, 
was rejected by the rank- 
and-file on Sunday night 
But Wayne Zimmerman, a 
vice-president, conceded 
that the company would be 
“more comfortable with a 
signed labour agreement". 
“We've never refused to bar- 
gain... well get there one 


dT titae days," he said. 

The. proposed pact would 
have brought to an end one 
of the longest and most bit- 
ter labour struggles in the 
recent. US past. Workers at 
Caterpillar, theworld’s larg- 
est maker of .wnsfrnttBon 
and mfnfaip wqntpflHqrt, fra eg 
not had a contract since 
1991, when the company 
' d e cided to break the union's 
insistence on ind ustry- wide 
agreements; . claiming it 
needed more flexibility to 
compete successfully. 

Since then,- there have 
been two strikes, -in 1991 
and ' -1994. .The second 
national stoppage lasted for' 
- -17 months, and became 


highly personal, splitting 
communities and families. 
The company functioned 
throughout, powering 
towards record profits, 
partly through the hiring of 
“temporary" replacement 
workers and about 4,000 
UAW members who crossed 
picket-lines. 

Workers’ objections to the 
proposed six-year, contract 
appeared to centre on issues 
stemming from those 
strikes. Under the deal, the 
UAW was required to drop 
the hundreds of unfair 
labour practice complaints 
which it brought against 
Caterpillar. Some early rul- 
ings in . these cases had 


favoured the union. 

In addition, while Cater- 
pillar had agreed to rehire 
some dismissed union mem- 
bers, other cases were to be 
decided by arbitration. The 
union would also have read- 
mitted Caterpillar workers 
who crossed the picket-lines. 

The pact would have given 
workers a pay rise of 2-4 per 
cent, plus three lump-sum 
payments, each worth 3 per 
cent -of salary, over the con- 
tract's life. It would also 
have boosted pension pay- 
ments. 

The deal would have cov- 
ered Caterpillar workers at 
four plants in Illinois, and a 
smaller number of unionised 


Canadian budget 


uaget prepares 
fiscal dividend’ 


P aul Martin, Canada’s 
finance’': minister, 
today is expected to 
announce the country’s first 
balanced budget in almost 30 
years, a watershed event 
that wQ] enable the govern- 
ment to dedare tfetory in its 
war on the federal deficit. 

It will mark . a dramatic 
turn of events .from 1994, 
when the Canadian deficit 
peaked at C$42bn (US$30bn), 
or 5.9 per cent of gross 
domestic product. 

Observers widely expect 
the fiscal 1998-99 budget will 
again feature prudent fiscal, 
policies, conservative eco- 
nomic forecasts and a large - 
contingency fund, which 
have over the past several 
years enabled the govern- 
ment to achieve better 
results than forecast 
Canada’s C$144bn budget 
for the fiscal period siding. 
March 31 estimated a 
C$8.9bn deficit but the gov- 
ernment was running a 
C$L4bn surplus for the eight 
months ending in November. 

The same prudent polities 
will now enable Mr Martin 
to achieve what many econo- 
mists are calling "surpluses, 
by stealth". • 

While economists believe 
Ottawa could go as for' as 
budgeting a surplus, it is: 
unlikely to do so, because of 
concern that it would bo per- 


ceived as insensitive to the 
pain already caused by four 
years of b^-^hterdng. 

This year's budget will 
also set the tone for the.gov- 
. emment's finances .during 
the remalnlng years of the 
government' of -Jean Chre- 
tien, the prime minister. 

The kby issue , in the minds 
of all Chmadlans is how Ott-. : 
awa wULspend the so-called 
"fiscal dividend," the 'addi- 
tional money. available as a 
result of a balanced budget 
and rising revenues. 

The initial dividend will be 
small, but economists are 
forecasting it could grow to 
a cumulative CgSObn over 
the next four or five years. . 

Mr ChrGtlen'S gnVwr riTnwrit. 
provided a broad hint about 
its priorities when it 
announced that half - of 
future surpluses oyer the 
course of . its second four- 
year . mandate •• would go 
towards new spending initia- 
tives and the remainder 
would go to cover tax cuts 
and reduce Canada’s debt of 
about C$600bm 
. The half-and-half pledge, 
however, could he tinkered , 
with, depending on how Mr 
Martin defines items' such as ' 
child tax benefits. 

Debt reduction is dearly a 
p rio ri ty for Mr Martin and 
opinion polls suggest ^about 
40 per cent of Canadians are 


willing to forgo tax cuts and 
new spending initiatives In 
order to tackle the debt, 
which at present stands at 
Just, over 70 per cent of GDP. 

Private economists have 
argued Canada will put - its 
f u t u re economic well-being 
at risk if it does not move 
now to reduce the debt 
: ~Ruth. Getter, chief econo- 
mist at Toronto Dominion 
Bank Financial Group, says 
that Ottawa must prepare to 
meet the. challenge of future 
spending increases -on health 
care and retirement benefits 
as -the country's population 


The government has prom- 
ised to pat the debt-to-GDP 
ratio an. a continuing down- 
ward track, but specific tar- 
gets- are not expected today. 

Another strong lobby has 
been those advocating a gen- 
eral tax cut In order to 
reduce the tax gap between 
Canada and the -US and 
avoid having a negative 
impact on competitiveness, 
job creation and the Cana- 
dian dollar. 

Tax cuts are a strong 
plank of the platform of the 
conservative Reform party, 
which forms the official 
opposition in parliament, but 
Ah’ Martin is expected today 
to unveil only minor tax 
breaks aimed at low-income 


Ottawa is seen to increase 
spending over the next four 
years at the annual rate of 
inflation, currently at about 
1 per cent 

To that end, the govern- 
ment has already said it 
would forgo the final cut to 
health and social transfer 
payments to the provinces. 
Ottawa could also increase 
its allocation for the child 
tax benefit. 

The most notable spending 
initiatives this year, how- 
ever, will reflect what Mr 
Martin recently referred to 
as the relationship between 
jobs and education. 

The centre p iece will be the 
creation of a controversial 
C$2.5bn-C$3bn university 
scholarship fond, a personal 
project of Mr Chretien. 

Provincial politicians, ; 
however, have argued that 
as education falls under 
their jurisdiction, the allo- 
cated amount should be fun- 
nelled into the provinces’ 
coffers and pat to use as the 
local leaders see fit. 

But Mr Chretien is not 
likdly to back down. 

After four years of asking 
Canadians to make sacrifices 
hi the national interest, the 
prime minister clearly cov- 
ets the opportunity to dole 
out a little victory cheer. 

Scott Morrison 


employees in Pennsylvania, 
Colorado and Tennessee. 

The agreement, reached 10 

days ago, had the backing of 
union leaders, although 
some admitted privately 
that they were not enthusi- 
astic about its terms. In con- 
trast to the decisive rejec- 
tion of the contract in 
Peoria, Caterpillar’s home- 
town, some other plants 
were more supportive - 
notably Aurora. 

The UAWs Detroit head- 
quarters put out a brief 
statement yesterday, noting 
the result but offering no 
further comment. 

The initiative, however, is 
now thought to lie with the 


company: while analysts say 
that the lack of a labour 
contract makes little differ- 
ence to the company from a 
wnanffiai standpoint, a set- 
tlement of the unfair labotxr 
practice claims would be 
helpful, and Mr Zimmerman 
admitted that Caterpillar 
would like to put the 
wrenching dispute behind it. 

Meanwhile, the Federal 
Mediation and Conciliation 
Service, which played a key 
role in encouraging discus- 
sions between the company 
and the union, said the ini- 
tiative would need to come 
from the players themselves. 
"It Isn’t np to ns at this 
point," it said. 





A carnival float makes its way up the main avenue of Rio 
de Janeiro’s Samba drome. Rio’s carnival began on Sunday 
as 4,000 drummers and dancers from the first of 14 samba 
schools entered the Sambadrome PtSHMV Hamm 


NEWS DIGEST 

Nicaragua seeks 
$1.5bn in aid 

Nicaragua hopes to secure assistance of up to $l.5bn from 
a meeting in April of a consultative group of donor coun- 
tries. to help bear the brunt of a freeze on public spending 
agreed with the International Monetary Fund. 

Arnoldo Aleihan, the president of Nicaragua, at the 
same time has highlighted agriculture and tourism as the 
keys to economic development, saying that the country 
could regain its reputation as "the granary of central 
America". 

Nicaragua has signed a letter of intent with the IMF for 
an enhanced structural adjustment facility (Esaty up to 
2000, hoping to qualify then for relief from pan of its crip- 
pling S6bn foreign debt 

Donor countries will be asked to provide S400m-S500m a 
year over the life of the Esaf to spend on health and edu- 
cation. 

T believe the consultative group will back the project 
that we are going to put forward," said Mr Aleihan. 

“I think we will be able to get support so that the aus- 
terity of public spending will be alleviated somewhat It is 
not right that 40-50 per cent of our exports goes to pay the 
interest on our debt.” James Wilson, Panama City 

■ UN WARNING 

Collect tax, Guatemala told 

Fulfilment of the peace agreements that ended Gua- 
temala's long civil war will be in jeopardy if the govern- 
ment fails to collect more taxes to invest in public ser- 
vices. the United Nations has warned. 

In a report on the first year of peace, the UN’s verifica- 
tion mission in Guatemala. Minugua, also says support 
for the peace process is being affected by worries over ris- 
ing crime. 

However, the report highlights the successful re-inser- 
tion into society of former members of the URNG guer- 
rilla movement, which signed agreements with the gov- 
ernment in December 1996 to end 36 years of conflict, and 
the URNG's transition to a political party. j 

Guatemala's tax collection rate - of around 9 per cent , 
of gross domestic product in 1997 - is the lowest in Latin > 
America. 

The tax take exceeded targets In 1997, but the UN said 
measures taken so far were not enough to fulfil the pledge 
to reach the target set in the peace agreements of around 
12 per cent of GDP in 2000. James Wilson 

■ GRAPHITE ELECTRODES 

$29m anti-trust fine levied 

The US Justice Department has fined the US subsidiary of 
a Japanese company $29m for anti-competitive practices 
in the graphite electrode industry, the fourth largest crim- 
inal fine levied for anti-trust violations. 

Anti-trust officials said Showa Denko Carbon, a South 
Carolina-based subsidiary of Showa Financing, had fixed 
prices and allocated market share for graphite electrodes 
in the US and other countries between 1993 and 1997. 

Showa Denko Carbon officials have agreed to co-operate 
in the investigation, and will shortly plead guilty to the 
charges at a formal arraignment before paying the fine. 

Janet Reno, US attorney-general, said the fine was only 
the first step in dis mantling an international cartel that 
had distorted the prices for electrodes - large carbon col- 
umns vital for steel makers. Mark Suzman, Washington 
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BA seeks new way to fund aircraft purchase 


By Michael Skaplnker, 
Aerospace Correspondent 

British Airways yesterday 
told Boeing and Airbus 
Industrie, the aircraft manu- 
facturers, to come up with 
innovative ways of funding 
aircraft purchases, to allow 
it to reduce substantially the 
capital assets it owns. 

Robert Ayling, BA’s chief 
executive, said he had given 
Boeing and Airbus until 
March 16 to make tenders 
for BA’s long-delayed £2bn 


progr amm e to re-equlp its 
European short-haul fleet 
with up to 100 aircraft. 

Airlines had become 
"much too dependent on 
assets," Mr Ayling said. BA 
was looking for other compa- 
nies to assume ownership of 
aircraft. 

"Airlines are operating 
companies. Our strength is 
in our network and in our 
ability to manage and dis- 
tribute [aircraft] capacity. If 
we can find a way of not 
having some of the risk of 


ownership, that would be an 
advantage." 

BA's accounts show 219 
aircraft on its balance sheet 
on March 31, 1997 and a fur- 
ther 89 operated under off- 
balance sheet leases. 

BA is looking initially for 
up to 30 aircraft for Its UK 
regional fleet to enable it to 
comply with new noise regu- 
lations, which take effect in 
2002. 

It expects to follow this by 
ordering 70 aircraft for use 
in the UK and by Air Liberie 


and Deutsche BA, its French 
and German subsidiaries. 
The contest pits Boeing's 
737s against the Airbus A32G 

family. 

Steve Hill, Boeing's com- 
mercial aircraft sales direc- 
tor, said devising an innova- 
tive form of finan cing would 
be “the crux to winning this 
competition’'. BA was 
looking for alternatives to 
traditional aircraft acquisi- 
tion methods, such as out- 
right purchase, leasing or 
sale-and-Ieaseback. 


He would not reveal what 
Boeing had in min d but said: 
"You can almost let your 
imagination go”! 

Airbus set up its own 
finance company, based. In 
Ireland, in 1994. But the con- 
sortium said the company 
was used in only 10 per- cent 
of its aircraft sales. BA has 
never bought an Airbus air- 
craft. but It does operate 10 
A320s which it acquired 
when it took over British 
Caledonian in 1987. 

Boeing stepped up the 


pressure on Airbus yester- 
day by saying it had 90 UK 
suppliers, from which it- 
bought goods and services 
worth $lbn last year, sup- 
porting 31,000 British jobs. 

Mr Ayling postponed plans 
to buy new short-haul air- 
craft in 1996, saying he 
wanted to reduce the cost of 
BA's regional operation first 
Yesterday, he said BA's 
trade unions had now agreed 
to wo rking practices which 
made the short-haul, busi- 
ness viable. 


Shopping in China on the 
shady side of the street 

Business laws are under scrutiny as the huge potential and 
competition in the Chinese market tempt some to bend the rules 


Asian crisis 
will hit US 
farm exports 


A large Taiwanese 
supermarket operat- 
ing in China has 
forced an investigation into 
the sale of sensitive cus- 
tomer information by an 
employee to its chief compet- 
itor. 

The case demonstrates the 
fierce competition in China's 
retail sector and the some- 
times scant regard for pro- 
fessional probity in China's 
emerging market economy. 

Trustmart. the south 
China subsidiary of Taiwan- 
based Grace T.H.W. group, 
says a former Trustmart 
employee has admitted that 
he sold computer software 
and files to Makro. the 
Dutch supermarket operator, 
through an intermediary for 
Ynl 00.000. The employee was 
taken into police custody in 
late November and an inves- 
tigation is under way. 

Winston Wang, chairman 
of Grace, says he is prepar- 
ing to sue Makro over the 
sale, which he cl aims has 
damaged his business. 

Mr Wang says that after 
his huge Trustmart outlet 
opened in Guangzhou In Sep- 
tember last year, business 
grew extremely fast for the 
first month, as 130,000 cus- 
tomers joined store’s mem- 
bership system. 

But he says sales “plunged 
dramatically" one month 
after the store opened. “We 


launched an internal investi- 
gation and caught the local 
employee red-handed and 
went to the police, ” says Mr 
Wang. 

Mr Wang, son of Wang 
Yung-ching, the Taiwanese 
petrochemical king and 
founder of Formosa Plastics, 
has about USSSOOm in China 
investments through the 
Grace group. Trustmart, 
which opened a hypermarket 
in Chengdu in November, 
plans to open several outlets 
a year across China. 

Vincent Fan, head of 
Asian private equity invest- 
ments at Citibank, which 
has a 10 per cent equity 
interest in Trustmart, says 
the hypermarket business in 
China has tremendous 
potential but is very compet- 
itive. 

He adds that computer 
systems are key to success. 
“In addition to location, 
design, facilities and service, 
inventory management is 
crucial,” he says. "You need 
to know which stocks are 
moving, how quickly, as well 
as the spending patterns and 
behaviour of your custom- 
ers." 

Henk van Houten, man- 
ager of Makro in C hina, con- 
firms that commerd ally-sen- 
sitive information from 
Trustmart - called Haoy- 
ouduo in Chinese - was sold 
to employees of Makro. 


Mr van Houten says 
Makro, which has stores in 
Guangzhou, Shantou and 
Beijing, was unhappy about 
what had happened in 
Guangdong. He says: “There 
has been a problem with this 
issue and people of our com- 
pany were involved in a way 
that was not correct.” 

Mr van Houten says that a 
former general manager in 
Guangdong and a number of 
other Makro employees have 
since left the company. 

B ut Mr van Houten 
denies Makro ever 
used any of the infor- 
mation. He says Makro 
turned over all information 
to investigating authorities 
as soon as the case came to 
light. “It did not get to the 
stage that the organisation 
used the information.” 

Mr van Houten says he 
does not know whether 
Makro will face legal action 
from Trustmart. “We are 
waiting for the authorities to 
finalis e their investigations," 
he says. “It has been very 
difficult to find out exactly 
what has happened." 

But Mr Wang says Makro 
was able to use the informa- 
tion to undercut Trustmarfs 
prices. He adds: “Our busi- 
ness has started to pick up 
again but I'm afraid 
long-term damage has been 
done to our company.” 


Mr Wang says he is con- 
cerned that the case might 
be suppressed. He is also 
worried that China's intellec- 
tual property regulations are 
unclear in a business culture 
in which the rule of law is 
still in its infancy. 

Other foreign companies 
in China have witnessed the 
shadier practices of business 
practice in mainland China. 
Asiznco, a US car-parts sup- 
plier which runs a number 
of joint ventures across 
mainlan d China, has been 
through the courts in pur- 
suit of former employees 
alleged to have defrauded 
the company. Jack Per- 
kowski, chairman of Asimco, 
said he was “very positive" 
about China, but added: 
“investors must be able to 
rely on company law and 
C hina 's legal system to pro- 
tect their interests". 

Kimberly-Clark, the Flo- 
rida-based paper products 
group, has had problems 
with a joint venture in Bei- 
jing. It is suing its partner 
for allegedly stealing and 
diverting manufacturing 
equipment and then setting 
up a copycat factory produc- 
ing identical products down 
the road from the intended 
joint venture site. 

Laura Tyson and 
James Harding 


Ely Nancy Dunne In 
Washington 

US farm exports will decline 
by $2.lbn this year as the 
Asian financial crisis curbs 
the demand for imported 
food, the Agriculture Depart- 
ment announced yesterday. 

But August Schumacher, 
agriculture under-secretary, 
said that 1598 would be the 
fourth straight year that 
farm exports topped $54bn, 
despite reduced Aslan 
demand, record crops in the 
Southern Hemisphere and a 
comparatively strong dollar. 

Mr Schumacher said that 
the liberalisation of world 
trade meant the effects of 
the Asia crisis were manage- 
able. "What has happened is 
that trade reforms are kick- 
ing in, incomes continue to 
grow in developing countries 
and irreversible changes are 
taking place in marketing 
and distribution channels," 
he said. 

“These changes will con- 
tinue to lead to a sustained 
growth in US agricultural 
exports by making it diffi- 
cult for countries to turn off 
the spigot for consumers." 

The east Asian market 
accounts for 40 per cent of 
US farm exports. US officials 
have divided the Asian mar- 
ket into three tiers. 

The first is occupied by 
Taiwan, Japan, China and 
Singapore, which account 


for 75 per cent of US exports 
to Asia. Stable demand is 
expected In these countries, 
although Mr Schumacher 
said there would be “some 
softness in fii gTw value con- 
sumer products.” 

Exports to the second tier 
countries - Malaysia, Thai- 
land, the Philippines and 
South Korea - are expected 
to slow. The agriculture 
department has targeted the 
four for $2.lm in export 
credit guarantees in an 
attempt to prop up demand. 

Indonesia, the lone third 
tier country, is expected to 
be more seriously affected in 
the short term than the 
countries on the first and 
second tiers. 

Farm exports in the West- 
ern hemisphere are projected 
to reach a high in 1998, total- 
ing SlOSbn, 8 per cent above 
last year’s record level 

Much of this was due to 
changes in food distribution 
and marketing channels, 
said Mr Schumacher. Just a 
few years ago there were no 
wholesale clubs, chains or 
discounters in Latin Amer- 
ica or Asia. "Today there are 
supermarkets in S&o Paulo, 
Brazil, with 75 checkout, 
counters and clerks on roller 
blades doing price checks." 
he said. “Wal-Marts, Gold 
Clubs and other discounters 
are springing up in Mexico. 
-Hong Kong. Chin a and else- 
where." 


NEWS DIGEST 

Taiwan pressed 
on spirit duty 


Ruwan wffl today face European Union pressure for 
■gform of its rules on taxation of spirits and compaet cars 
is tnik«t begin over its admission to the World Trade 
Organisation. ' 

After signing a sweeping trade accord with the UBJast 

reek. Taiwan needs to reach agreements with the Euann 
Switzerland before it can join the WTO. 
ials hope the island will be able to join the WTO by the 
snd of this year, fallowing the completion of multilateral 
albs and the drafting of protocol fra: entry. 

Although there are no significant points of contention 
letween Taiwan and Switzerland.' the EU wants Taiwan 
o reform Its liquor taxation system and reduce tariffs for 
Trial! car imports. 

Taiwan taxes French brandies at a flat rate of TSi.ooo 

roTnnared with TS500 Der litre far brandies pro- 


other whiskies. 

The unequal taxes have caused sales of Scotch whisky 
- the UK’s second biggest export to Taiwan - to fall 
sharply. Japanese whisky has recently overtaken Scotch 
as the best-selling whisky In Taiwan. 

On *™wri cars, the EU wants Taiwan to halve import 
tariffs from 30 per cent to 15 per cent However, it is likely 
that Taiwan will look to repeat the concession it made in 
the accord with the US by agreeing to cut tariff^ to 20 per 
cent. Laura Tyson, Taipei 


■ HAZARDOUS WASTE 

Talks start on export ban 

Representatives of more than 100 governments and the 
European Commission yesterday began talks in Kuching, 
Malaysia, aimed at securing a worldwide export ban on 
hazardous waste. The delegates will discuss b a nnin g the 
export of waste which contains arsenic, lead, mercury and 
asbestos. 

The talks follow a 1995 agreement to ban hazardous 
waste exports in order to protect the interests of develop- 
ing countries. Michael Williams, of the United Nations 
Environment Programme, said compromise would be 
sought on other wastes such as scrap metal, solid plastics, 
paper and textiles to make the ban acceptable to all 117 
parties. Gautam Malkani, London 

■ SLOVAKIAN CAR INDUSTRY 

Volkswagen to triple output 

Volkswagen, Europe's largest carmaker, said yesterday it 
planned to triple production this year at its Slovakian 
plant to 120,000 cars. This a big increase from its plan last 
summer to increase production to 60,000 cars from 40,885 
in 1997. VW is the leading foreign investor in Slovakia, 
which has been shunned because of questions over the 
respect for democracy shown by Vladimir Meciar, prime 
minister. • . 

VW has moved its entire production of the four-wheel 
drive Golf Syncro family hatchbacks and estate cars from 
Wolfsburg, Germany, to Bratislava, where the production 
costs are much cheaper. 

VW invested DMl85m (*103J5m) between 1991 and 1996 
and said it boosted tins by DMll0.6m in 1997. Most of the 
cars produced at the plant are exported. Robert Anderson 


RWE: Good performance halfway through the jubilee year. 

Report on the first six months of the 1997/98 business year (July - December 1997) 


Net sales 

In the first half of the business 
year, RWE took a favourable 
development. Revenues ad- 
vanced strongly at Heidelberg, 
the printing press subsidiary, 
as well as in petroleum and 
chemicals. In the energy and 
waste management divisions, 
sales benefited from consoli- 
dating additional companies. 
The Hungarian energy utilities 
ELMU, EMASZ and MATRA 
were fully consolidated for the 
first time. Net sales tailed off 
in mining and raw materials 
as the anticipated structural 
changes continued in the 
eastern German fuel market. 
The sales decline in the tele- 
communications subdivision is 
attributable to the de-consoli- 
dation of the service provider 
TALKLINE which was sold 
effective July 1, 1997. Output 
in the construction and civil 
engineering division was up 


• Net income up 9*2% 

• Higher contributions again from 
energy, mining and raw materials as 
well as petroleum and chemicals 

• Waste management earnings impacted 
by extraordinary charges 

• Reorganization of the residential real 
estate sector 


11.7 %; for account-settling 
reasons, revenues fell short of 
the year-earlier level. Overall, 
external net sales of the Group 
advanced by 2.0% to DM 3b. S 
billion. Adjusted for changes 
in the scope of consolidation 
and the varying account 
settlements in the construction 
division, internal growth 
reached 3.4%. 

Net income 

The Group's net income without 
minority interests rose by 9.2% 
to DM 626 million. Energy, 
mining and raw materials 
as well as petroleum and 
chemicals posted significant 
profits growth. It was only for 
account-settling reasons that 
mechanical and plant engineer- 


ing as well as construction 
and civil engineering fell 
slightly short of their good 
year-earlier results. Up-front 
losses in telecommunications 
have risen. This was eased up 
by the pro-rated profit from 
the sale of TALKLINE. 
Extraordinary charges of 
DM 218 million incurred for 
restructuring and realigning 
the eastern European opera- 
tions of the waste management 
division are fully absorbed in 
the half-year result. For all 
of 1997/93, we expect the 
altogether favourable business 
trend to continue in the 
RWE Group. Additional extra- 
ordinary charges will arise in 


the second half of the year as 
the restructuring programme 
is expanded for the domestic 
activities of the waste manage- 
ment division. Overall, we are 
confident that the net income 
will again be higher in the 
jubilee year. 

Reorganization of the residential 

real estate sector 

As part of reorganizing and 
realigning existing business 
areas we are pooling our 
activities in the housing sector 
in one organizational unit 
under a single management. 
Overall, this involves a port- 
folio of 11000 plus dwelling 
units. Three housing 
companies, which are wholly- 
owned by RWE Energie and 
Rheinbraun, will be transferred 
to the holding company. In a 
further step, it is planned to 
merge them with the real 
estate subsidiary of the holding 
company, Victoria Mathias. 

Investments 

In the first six months of 
1997/98, the Group's invest- 
ments, including acquisitions, 
grew by more than DM 400 
million to DM 2.6 billion. This 
was due in particular to signif- 
icantly higher financial invest- 
ments reflecting above all the 


RWE Group 
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acquisition of 50 % of the 
shares in Flughafen Dusseldorf 
GmbH by HOCHTIEF. Fixed- 
asset investments equalled the.' 
year-earlier level. 


Workforce' 

in the first half of 1997/98, 
the number of employees, grew 
by 6.2 % to 144 551 as a result' 
of companies consolidated foV 
the first time.. The share of the 
-workforce employed abroad 
-rose from dose to 10% in 
mid-1997 to approx. 17% as 
at December 31, 1997, owing 
to the first-time consolidation 
of the Hungarian energy 
holdings. Without first-time, 
consolidations, the number of 


RWE Energie, Rheinbraun, RWE-DEA, RWE Entsorgung, LAHMEYER, RWE Telliance, HOCHTIEF 


employees dropped as a result 
of downsizing, across all the 
divisions. Overall, the decline 
was2;4%. • 

Essen, Feb ruary.-l 998 

The Board -of Management 


RWE Aktfengeselfschaft 
Opernplatz 1, D-4512S Essen 
Phone + + 49 201/12-00 ‘ 
Fax ■'-■+ + 49 201/12-15199 

Internet: 

http://www.rwe.de 


We shall be pleased to' send you 
an interim report on the business 
development in the individual 
Group Divisions. 


Die Zuku'n.ftsgruppe-. 
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NEWS; UK 


European Union scientists appear to endorse British ban on sale of T-bone steak 

Brussels may toughen rules on BSE 


By MchaeTSmttb In Brussels' ' " 
and ABson Maitiand in London 

European Union • scientists 
VKtertey appeared to back a UK 
ban on the sale of T-bone steak in a 
move which could herald a tough-' 
ening of Brussels rules to prevent 
the, spread of BSE; or mad cow 
disease: 

After a two-day mee ting they 
named dorsal root ganglia - nerve 
tissue connected to the spinal col- 
umn whose infect! vity was the 
main reason for the UK beef-on- 
tbelwne ban - as one of four main 
infective areas of cattle with BSE. 

The UK ban, introduced in 


December, has provoked protests 
from farmers, butchers and opposi- 
tion politicians. They say the mea- 
sure Is disproportionate to the esti- 
mated one in a billion risk of dying 
. from eating beef on the bone. 

a Ministry of Agriculture spokes- 
man said; “It's gratifying to have 

our position endorsed." 

-The European Commission, the 
EU*s executive., will consider a 
report of the* high-ranking scien- 
tific steering- committee tomorrow 
as it decides its next moves in the 
fight against BSE. 

..'One possibility is that it will, 
seek a further three-month delay in 
the implementation of a ban on 


.“specified risk material" - the 
parts including the brain and spi- 
nal column considered the most 
likely carriers- of BSE - as it 
attempts to strengthen its policies. 

The commission is seeking 
changes to a risk material ban 
already agreed by. member states 
but is facing opposition by eight 
EU countries including Germany 
which say they have bad no indige- 
nous cases of BSE. 

Commission officials believe that 
one way round the opposition 
would be to grant exemptions to 
BSE-free countries. 

The amended specified risk mate- 
rial ban could force the member 


states with a history of BSE to 
implement tougher regulations 
including a ban on the sale of meat 
attached to the vertebral column of 
cattle, sheep and goats. 

Commission officials were stress- 
ing yesterday that any decision 
would have to be made by politi- 
cians rather than scientists. 

The risk material ban was ini- 
tially intended for implementation 
in January but was delayed In part 
because of protests from the US 
which said it would halt trade in 
tallow and gelatine. Both are cattle 
products used in cosmetics and 
pharmaceutical manufacture. 

The scientific steering committee 


yesterday said that tallow deriva- 
tives could be regarded as safe pro- 
vided they were correctly treated. 
Its advice on gelatine was less 
clear cut but some officials thought 
it may mean a redrafting of earlier 
proposals- 

In the UK the EU scientists' 
apparent backing for a ban on 
T-bone steaks was welcomed by the 
Meat and Livestock Commission, 
the industry promotional body. 

However, Michael Jack, opposi- 
tion Conservative agriculture 
spokesman, insisted consumers did 
not want to be “nannied". He said 
the public had “quite clearly 
rejected this particular measure". 


Confident beat to Liverpool’s heart 

Civic leaders say European Union aid is bearing fruit after years of decline 

W elcome to Ktlows- 
ley. says the sign ' 
on the M57 - the 


W elcome to Knows- 
ley . says the sign 
on the M57 - the 
busy motorway near the 
north-west city of Liverpool. 
Home to Halewood. Home , to 
the ‘baby Jag* , the new 
model Jaguar. 

The decision by Ford to 
continue m aking cars on 
Merseyside, the urban area 
which includes Liverpool, is 
important not only for the 
3,000 jobs it has saved at the 
Halewood plant .Backed by 
£40m (366.3m) of government 
aid, it Is also a symbol of .a 
new confidence in. the 
region, say city leaders, after 
years of ffidustxial decline. 

Merseyside is one of three 
regions in the UK to qualify 
for the . European Union’s 
first phase of Objective 1 
funding, where grants are 
made to regions where gross 
damestioproduct per head is 
no more than 75 per cent of 
the EU average. The six-year, 
regeneration programme 
runs up to 1999.. and . is 
designed to prime the pump 
of the local economy. Total 
investment is planned , at 
£1.6bn, comprising £680m 
from the EU, £6S0m; in 
matched government aid. 
and £340m from the private 
sector. 

The region has invested in - 
training, in frastru cture and 
business expansion. There is 
no guarantee it will qualifr 
in thp second piww of fund- 
ing to run from 2000, but 
local officials argue the 
region must win the- chance 
to build an achievements so 
far. 

The project, however, has 
drawn criticism. Claims 
were made in the early years 
that Merseyside was training 
more hairdressers than 
information technology engi- 
neers. Businesses said they 
could not get direct help for 
expansion. Economists 
argued disbursement was 
slow and spending had to be 
more focused. 


Upbeat: Liverpool's economy moves on to a sound footing 
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- “There is no doubt it got 
off to a stow start," says 
Terry Atherton, corporate 
director at the National 
Westminster Bank on Mer- 
. seyside, and a member of the 
project's monitoring commit- 
tee. “I couldn't see much 
activity or money going into 
the private sector, which is 
the engine room for eco- 
nomic growth." 

So far, only a third of the 
project’s £i.6bn has. been 
spent. Officials on Mersey- 
side say a further third of 
the money is committed to 
projects, and spending will 
peak in the final two years. 
The groundwork has been 
laid, they say. 

“It’s fair to say opportuni- 
ties ware missed in the early 
years,", says Neil Rami, 
marketing director at Mer- 


sey Partnership, the public- 
private regeneration body. 
“It was part of a learning 
curve. Other regions have 
had the same problems." 

- Chris Farrow, chief execu- 
tive of the Merseyside Devel- 
opment Corporation, which 
is being wound up next 
month, says the process has 
been hampered by "a 
bureaucratic rigour" in 
Brussels. He argues that 
while there is a need to 
ensure the money is spent 
property, the EU has to be 
more flexible. 

About 7,000 net jobs have 
been gained, says Mr Rami. 
But he insists that Objective 
1 “is more than a number- 
counting exercise". It has 
achieved three main objec- 
tives: creating “the right 
kind of infrastructure". 


improving competitiveness 
and building confidence. 
Thirty sites are being devel- 
oped, with a focus on areas 
of severe unemployment. 

A priority in the battle to 
win investment has been the 
creation of a 100-acre indus- 
trial site at Speke-Garston. 
south of Liverpool city cen- 
tre. The £30m project is 
being funded by the EU. 
English Partnerships and 
Liverpool City Council. In 
Knowsley, an £85m Indus- 
trial park is being developed 
which has drawn 25 invest- 
ments. In the city centre, 
Liverpool’s largest construc- 
tion project is under way 
with the £95m development 
of Queen's Square, including 
a MS-bedroom hotel, due to 
open this summer. 

The Objective 1 project 


has sought to address con- 
cerns about a lack of busi- 
ness support with the cre- 
ation of the Merseyside 
Special Investment Fund. 
The £25m fund provides 
loans, mezzanine funding 
and venture capital. 

Some critics have been 
won over by signs that the 
scheme is working for Mer- 
seyside. Peter Kilfoyle, pub- 
lic services minister, and MP 
for Walton, argues the proj- 
ect still lacks dynamism and 
is “top heavy" in public sec- 
tor officials. “There needs to 
be fewer people and broader 
representation," he says. But 
he agrees the “building 
blocks are in place" and a 
second phase of EU funding 
is needed to finish the job. 

Sheila Jones 


Watchdog urges tough rules to check anti-competitive behaviour after visit to Microsoft 

Call for curbs on communications sector 


By Cathy Newman 

Don Cruickshank, , the 
outgoing director-general of 
OfteL the telecommunica- 
tions watchdog, has called 
for the urgent introduction 
of new communications reg- 
ulation, following a visit to 
Microsoft, the world's big- 
gest software company. 

Mr Cruickshank, who is to 
leave Oftel at the end of next 
month, visited Bill Gates's 
software company last week 
to talk about the future of 
the communications indus- 
try. 

He said that anti-competi- 
trve behaviour from compa- 
nies such as Microsoft and 
British Sky Broadcasting 
should be checked by tough 
new regulation. “After my 
investigations of the last 
week. Tm more and more 
convinced we need urgent 
changes to the regulatory 
regime," Mr Cruickshank 
said. 

He spent an hour with Bill 
Gates, and toured other com- 
panies including Netscape, 
which did not exist when he 
took up his position. 

He added: “There are those 


British Sky Broadcasting, the pay -TV 
.company, is in discussions with US film 
producers about transmitting films exclu- 
sively on satellite before they are shown in 
cinemas, Cathy Newman writes. 

The project, to be called Sky Exclusives, 
would allow subscribers to view films 
before they are released in the cinema or on 
video. 

Mark Booth, BSkyB’s chief executive, sig- 
nalled that he would take a different 
approach to programming at the time he 
took over from Sam Chisholm at the end of 
last year. The development of Sky Exclu- 
sives is one of the first examples of the new 
management’s changed attitudes towards 
programming. 

BSkyB is dose to signing deals with sev- 
eral independent US film producers. The 
first film shown is likely to be Phoenix , 
directed by the young British director, 
Danny Cannon, who was responsible for 


The Young Americans and Judge Dredd. 
Films being discussed with other producers 
include one directed by John Schlesinger, 
associated with Midnight Cowboy , among 
others. Another, a romantic comedy star- 
ring Janeane Garofalo and Dennis Leary, is 
also on the agenda. 

BSkyB plans to show one exclusive film a 
month, and is likely to launch the venture 
within three months or to coincide with the 
start of the company’s 200-channel digital 
service in June. The films will be shown to 
customers that subscribe to BSkyB’s pre- 
mium movie channels. 

The satellite broadcaster is also pressing 
on with a Sky Originals service, which will 
see the production of made-for-television 
films with budgets of up to £5m (38.35m). 

BSkyB is to co-produce programming 
which may be shown in cinemas before 
being broadcast exclusively on satellite 
television. 


organisations which want to 
control the gateways in an 
economic sense, and those 
who mi gh t seek to control 
the information that passes 
over these gateways.” 
Microsoft has been 
embroiled In a dispute with 
the US Justice Department 
about its failure to separate 
its internet browser from its 
Windows operating system. 


Separately, Sun Microsys- 
tems has accused Microsoft 
of .trying to alter its Java 
programming language so 
that it worked better in the 
Windows operating system. 

The present regulatory 
regime would not enable 
Oftel' to “deal satisfactorily" 
with similar issues, Mr 
Cruickshank said. New regu- 
lation should be introduced 


as quickly as possible, or 
within two years, he added. 

Oftel will publicise its 
views on the future of regu- 
lation in a submission to a 
committee of MPs In the 
next few weeks. However, 
the watcbdog is amending 
its paper following the visit 
to Microsoft. “We went over 
there with the draft of what 
we were going to see in the 


future, and we tested it 
against the future." Mr 
Cruickshank said. 

The MPs, the select com- 
mittee for Culture, Media 
and Sport, said last July 
they would conduct an 
inquiry Into the communica- 
tions industry, looking at 
the future of regulation “in 
the light of convergence 
between broadcasting, tele- 
communications and com- 
puter technologies". 

Mr Cruickshank, whose 
successor has not been iden- 
tified. said new communica- 
tions regulation should lead 
to “fewer rules, but more 
robustly applied”. However, 
he would not give any indi- 
cation whether Oftel would 
support a single regulator. 
Incorporating both Oftel and 
the Independent Television 
Commission, the television 
watchdog. 

Oftel's comments come 
after a dispute between Brit- 
ish Digital Broadcasting and 
British Sky Broadcasting, 
the pay-TV companies, over 
the technology used in set- 
top boxes, needed to 
unscramble digital television 
signals. 


Vote helps break mobile phone deadlock 


By Alan Cane 

A UK government derision to. back 
one of two competing standards for 
the next generation of mobile 
phones has helped break a deadlock 
that was threatening to handicap 
Europe’s cellular mobile industry. 

Barbara Roche. UK Jndusfry mjn- 
ister, who will chair her first Euro- 
pean telecommunications councti 

meeting later this week, ^d the 
decision to back the 
been hard: “It was a tough rail for 
iMDJtt do not 
vote on this kind of thing but I 
instructed our officials to use their 


vote and, - because of that, we 
managed a breakthrough-” 

Officials, close to the deal said the 
UK’s vote had; been among the 
factors that swung the derision in 
the direction . of the _ standard 
WB-CDMA. championed by Ericsson 
of Sweden and Nokia of Finland, 
Europe’s leading mobile systems 
manufacturers. 

The importance of a single. 
Europe-wide standard for third gen- 
eration mobile phones is underlined 
by the success of GSM, the de facto 
world standard for second genera- 
tion phones. Third generation capa- 
bilities will include internet 


access and movie quality video. 

European determination to estab- 
lish GSM as the standard gave math 
ufacturers the confidence to develop 
advanced systems, while customers 
were able to move around Europe 
using a single phone. GSM has since 
become the standard in many coun- 
tries outside Europe. 

Attempts to repeat the success of 
GSM phones fell foul of a disagree- 
ment over third generation technical 
standards. TD-CDMA, sponsored by 
Siemens of Germany. Sony of Japan 
and Motorola of the US, offered a 
low cost upgrade while WB-CDMA 
would require extensive revision 


of Europe's mobile networks. 
WB*CDMA, however, has greater 
potential for development It has 
also been chosen by the largest 
Japanese operator, NTT DoCoMo, 
and seems certain to become the 
Asian standard. 

The situation seemed deadlocked 
before the December 1997 meeting of 
the European standards body. EtsL 
Officials say the UK vote swung the 
mood of the meeting towards 
WB-CDMA, opening the way for a 
compromise solution that was 
agreed last month. 

The XJS is following a different 
standard. 


Car bomb 
attacks 
disrupt 
talks on 
N Ireland 


By John Murray Brown 
in Dublin 

The Northern Ireland peace 
talks were dealt a double 
blow yesterday, after the 
centre of the loyalist, anti- 
republican town of Porta- 
down in the region was dev- 
astated by a large car bomb 
just hours after Irish police 
defused a loyalist device in 
the Republic, in county 
Louth. 

Portadown is a stronghold 
of the breakaway Loyalist 
Volunteer Force, which is 
opposing the peace process 
and which claimed responsi- 
bility for the county Louth 
bomb. 

As Bertie Ahem, the Irish 
prime minister, prepared to 
meet Gerry Adams, leader erf 
Sinn Ffein, the political wing 
of the Irish republican 
Army, today, pro-British 
unionists blamed the IRA for 
the Portadown bomb. David 
Trimble, the Ulster Unionist 
leader, called for “an appro- 
priate security response". 

He said: “I have no doubt 
that this is the work of the 
IRA. Sinn Fein has been 
exposed inside and outside 
the process. There can be no 
question now of their return- 
ing to the talks. I will make 
that clear to the prime min- 
ister [Tony Blair] when I 
meet him over the course of 
this week." 

After the weekend bomb 
attack in Moira, a loyalist 
town in County Down, Mr 
Trimble claimed the IRA 
was targeting the constitu- 
encies of key unionist politi- 
cians after Sinn F6in was 
expelled from the talks last 
week. Its expulsion followed 
the linking by Northern 
Ireland police of the IRA 
with two Belfast murders. 

However, Mo Mowlam, the 
UK government's chief min- 
ister for Northern Ireland, 
said it was too early to say 
who was responsible. In an 
apparent reference to 
extremist republicans, she 
said it was “a desperate bid 
by ruthless people to de- 
stabilise Northern Ireland 
and undermine confidence in 
the peace process". 

Mr Ahem and Mr Blair are 
to meet on Thursday. Mr 
Ahem said "if everybody 
concentrated for about two 
weeks", an outline agree- 
ment could be in place. Bat 
he conceded that "as every 
week goes it gets more diffi- 
cult" to meet the May dead- 
line, set by Mr Blair. 

News of yesterday’s explo- 
sion disrupted the resump- 
tion of the talks in Stormont 
Castle in Belfast, Northern 
Ireland's principal city. 


UK NEWS DIGEST 

$83.5m tax ‘will 
subsidise dome’ 

The government admitted last night that up to £50m 
(383.5m) of tax revenue will be used to subsidise the con- 
troversial £750m millennium dome In Greenwich, south- 
east London, in spite of repeated assurances that none of 
the money will come from taxpayers. Officials conceded 
that most of the £150xn to be provided by private sector 
sponsorship will be offset against tax, reducing govern- 
ment revenue by almost £50m. 

British Telecommunications, which has pledged £12m, 
confirmed that it planned to treat the payment as an ordi- 
nary business expense and so would expect to get nearly 
£4m back from the taxman 
Tony Blair, the prime minis ter, will today insist that 
“not a penny of taxpayers' money" will be used for the 
project as he unveils the planned contents for the dome. 
But his office admitted that funds would come indirectly 
from the Exchequer. 

Mr Blair will today announce several new sponsors for 
the dome, which are expected to take the government 
about halfway to its private sector funding target. The 
remainder of the costs will be met by £399m of National 
Lottery money and income from ticket sales and licen- 
sing. 

The other sponsors so far disclosed include British Air- 
ways, BAA, the Corporation of London. British Aerospace 
and Swatch. A large n umb er of companies have been 
approached, including the UK subsidiaries of leading mul- 
tinationals. Sir Colin Marshall, chairman of BA and presi- 
dent of the Confederation of British Industry, the princi- 
pal UK employers' organisation, used last month's prime 
ministerial trip to Tokyo to lobby Japanese companies, 
including Toyota. David Wighton. London 

■ INTERNET 

Car trade ‘faces revolution 9 

The UK motor trade will faces a “revolution" in car-buy- 
ing behaviour within the next two years, with more than 
one in five new and used cars being bought using the 
internet, according to KPMG motor industry analysts. 

Traditional car dealers must get to grips with the tech- 
nology immediately or lose business to rivals already pre- 
paring to team up with internet-based operations, said 
James Rodger, KPMG automotive specialist 
His warning follows a decision by Auto-by-Tel, which 
claims to be the biggest internet sales operations in North 
America, to set up operations in the UK before the end of 
this year. Auto-by-Tel’s main north American rival. 
Autoweb, also intends to break into west European mar- 
kets this year, although it has yet to confirm industry 
speculation that its own first target will also be the UK. 

• Toyota's Derbyshire-built Carina E car range has been 
rated Germany’s most reliable car by the country's TUV 
motoring organisation. This contrasts sharply with find- 
ings on breakdowns by the UK’s Lex leasing group. 

Toyota has started an inquiry into the UK figures after 
saying it was “mystified" by finding s from the 1,400 Cari- 
nas on Lex’s fleet. John Griffiths. London 

■ INWARD INVESTMENT 

Welsh agency considers cost cuts 

The Welsh Development Agency is considering making go 
staff redundant and closing overseas offices as part of a 
£3tn ($5m) cost-cutting drive, it was revealed yesterday. 

Brian Willott, chief executive, said the financial cuts 
were ordered by the Welsh Office as the agency merges 
into a so-called "economic powerhouse" with its counter- 
part in mid-Wales, the development board for rural Wales, 
and the land authority for Wales. 

After staff costs, the main area being targeted for 
savings is expected to be the 11 overseas offices, where 
the agency is believed to be considering using the Invest 
in Britain Bureaux. This is seen as part of the Department 
of Trade and Industry's drive to establish a concordat on 
inward investment between the English regions, for 
which IBB acts, and Wales and Scotland. 

Concern about the possible closure of overseas offices 
and the potential damage to inward investment is one of 
several bones of contention in the merger of the three 
agencies, insiders claim. Juliette Jowit, Cardiff 

■ SOCCER 

Scots dnb plans move to Ireland 

An obscure, homeless Glasgow football club from the 
Scottish second division that plays at a stadium called 
Boghead and which attracts an average home crowd of 
286 yesterday announced plans to relocate to another 
country. 

Clydebank said it would move to Dublin in the Irish 
Republic. It aims to start playing next season's Scottish 
league games at the 12,000-seater Royal Dublin Society 
Arena. However, Wimbledon football club of the English 
Premier League also harbours plans to move to Dublin, 
the only big European city without a major professional 
football team of its own. Like Wimbledon, Clydebank has 
to overcome huge hurdles to achieve its ambition: the 
club requires the approval of both the Scottish and Irish 
football associations, and neither appears willing to back 
the move. Patrick Harverson, London 

■ SIQm PLANT 

German company In jobs boost 

MSC Vetriebs, a German distributor of memory modules 
for computers, is to establish a £6m assembly plant 

at Livingston, Scotland, creating 114 jobs over the next 
five years. The company chose Scotland over two other 
European sites. Stefan Wagstyl 


Compromise expected 
on Euro election format 


By Liam HaDigan, 

Political Correspondent 

The government is 
understood to have accepted 
a “modest compromise" on 
the "closed list" voting 
mechanism proposed for 
European parliament elec- 
tions. This would allow vot- 
ers to select individual can- 
didates as well as parties. 

Jack Straw, the home sec- 
retary, today opens the com- 
mit tee stage, in the House of 
Commons, of the European 
elections bill, under which 
seats to the Strasbourg par- 
liament are allocated, in pro- 
portion to votes cast, from 
regional candidate lists 
drawn up by each party. 

With the opposition Con- 
servative party and Liberal 
Democrat party rejecting 
such lists as “undemo- 
cratic", government nffirfaia 
have indicated that minis - 
ters are moving towards a 


compromise, namely the 
adoption, in time for elec- 
tions in 1999, of a Belgium- 
type system granting voters 
the choice between individ- 
ual candidates and parties. 

Mr Straw, a staunch oppo- 
nent of PR, has said he 
wants to listen to this week's 
two-day committee stage 
before reaching a decision. 
But the government, sensi- 
tive to arguments that voter- 
power is being undermined, 
is expected to amend the 
bffl. 

The ruling Labour party 
has indicated that its candi- 
date lists will be centrally 
controlled. This has led to 
protests from left-wing 
MEPs, who fear the party 
could take steps to bar t h e m 
from Strasbourg. 

The Conservatives, while 
favouring existing first-past- 
the-post arrangements for 
elections to the Strasbourg 
parliament, have said their 


candidate rankings will be 
determined by ballots of 
party members. 

“If we must have PR. we 
want it to be as open and 
elector-friendly as possible," 
said Edward McMUlan-Scott 
Conservative leader in the 
European parliament 

Senior Liberal Democrats, 
who discussed “closed lists" 
with ministers recently, are 
upbeat about chances of 
compromise. "My guess is 
that Jack Straw may have to 
move a hit on this, despite 
opposition from the party 
machine," said one. 

Charter 88, the constitu- 
tional campaign group, has 
also been lobbying the gov- 
ernment to move away from 
closed lists. 

In a recent survey, almost 
two-thirds of those polled 
preferred choosing between 
individuals rather than par- 
ties. Charter 88 said yester- 
day. 
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Peter Marsh on a longer-lasting product that reuses discarded wood and plastic 


Pallets made palatable 


F ew technical Innovations 
are designed to cheer 
both the environmental 
lobby and the hard- 
headed managers of industrial 
transport fleets. But that could 
be the case with a system for 
turning discarded plastic and 
wood into industrial pallets that 
has been devised by Dura Prod- 
ucts, an Ontario-based technol- 
ogy company. 

Dura has spent SSm (£4.7m) 
developing a novel process for 
feeding plastic and cellulose 
waste into an extrusion machin e 
and producing a composite mate- 
rial that can be made into the 
pallets that are the unsung work- 
horses of the commercial world. 

The company has ann ounced 
plans for a series of plants mak- 
ing its "composite” pallets in 
North America, and is looking for 
its first sites in Europe. “We feel 
we are filling a void in the pallet 
market." says Keith Carrigan. 
Dura's chief executive. 

Behind the innovation is the 
widespread interest worldwide in 
coming up with replacements for 
the ubiquitous wooden pallets 
seen in virtually every comer of 


industry but which are notori- 
ously environmentally 
‘'unfriendly”, with most e ndin g 
up in rubbish dumps after only a 
few trips. 

Dura’s composite products last 
much longer than conventional 
wooden pallets - but are claimed 
to be no more expensive than 
these si’s terns. That is in contrast 
to the pallets made from plastic 
that a number of companies 
around the world are investiga- 
ting which, due to the cost of the 
virgin material, promise to be 
two to three times more costly 
t han wooden ones. 

Pallets might seem to be rather 
humble items to get excited 
about. The products act as plat- 
forms for carrying a range of 
industrial and consumer items as 
they progress through the distri- 
bution chain. Each year an esti- 
mated S20bn worth of pallets are 
produced worldwide, nearly all 
from wood. In recent years, 
industry has woken up to the 
costs of managing such an enor- 
mous quantity of items, and of 
channelling them into landfill 
sites after only minimal use 
because they cannot cope with 


the stresses of being loaded on 
and off lorries, ships and trains. 

In the US . an estimated 150m 
pallets, weighing some 4m 
tonnes, are put into landfill each 
year - equivalent to just under 
one-third of the country's annual 
pallet production. Partly because 
of this attrition rate, it is esti- 
mated that 40 per cent of all the 

Wooden pallets are 
environmentally 
‘unfriendly*, with 
most ending up in 
rubbish dumps 

hardwood lumber used In the US 
goes to Tnakfl pallets, making the 
industry the second-biggest con- 
sumer of lumber after construc- 
tion. 

In the system devised by Dura 
- which until a year ago was 
called Transway Capital - pieces 
of recycled plastic plus cellulose 
fibre are fed into a hopper and 
extruded using a mixture of heat 
pressure and a novel die design. 
The finished composite material 


comes oat of the machine as 
moulded units. From here the 
units are assembled to makp the 
finished pallet using a semi- 
automated process. 

The feedstock for the pallets - 
roughly 50 per cent by weight of 
plastic and of cellulose material 
- comes mainly from household 
or industrial waste. The process 
can use & range of plastics such 
as low or high-density polyethyl- 
ene or polypropylene. Normally, 
wood fibres - for instance, from 
discarded wood from building 
sites or from the furniture indus- 
try - can be used for the cellu- 
lose. But, according to Dura, 
other types of feedstock such as 
ground peanut shells or rice hulls 
are equally suitable, giving the 
process potential for developing 

natinng. 

Dura’s ideas have provoked 
interest in the US pallet industry. 
“We are very impressed by Dora 
and think it has a unique 
approach to the industry." says 
John Healy, of the US National 
Wood Pallet and Container Asso- 
ciation. 

So Car the Canadian company 
has set up two plants, each cost- 


ing about $4J5ro, in Toronto and 
Boston, Massachusetts. While the 
Canadian one is likely to make 
lm pallets a year by the end of 
this year, the Boston plant 
should be working at double this 

capacity within two years. In fee 
case of the US venture, Dora has 
set up in collaboration with a 
local company. Environmental 
Composite Products, which 
organises some of the collection 
of waste materials for the feed- 
stock. 

Dura is talking to a number of 
potential partners around the 
world about setting up other 
plants on a similar 

In Europe, according to Mr Car- 
rigan. it is talking to companies 
in France, the UK and Germany 
about setting up at least one 
plant this year, with another to 
follow by the end of the decade. 
“Within two or three years, we 
would hope to have a network of 
10 to 12 plants around the world, 
most of which would be in North 
America,” says Mr Carrigan. The 
company is also discussing sites 
in the east Asia and India. 

Potential customers for the pal- 
lets are the large numbers of 



small companies that operate pal- 
let fleets, often on a local basis, 
plus some of the big companies 
such as Chep - a joint venture 
between the UK’s GKN and 
Brambles of Australia - which do 
this on a worldwide basis. An 
important selling point, says Mr 
Carrigan. is that his company’s 
composite pallets, each of which 
can lift between 3 tonnes and 5 
tonnes, sell for between $16 and 


$22, making them comparable 
with the cost of a w ooden one. 

As -to their durability. Dura 
says they should last many times 
longer than a conventional 
wooden product - and when they 
wear out they can be recycled. 

“Over the past 1$ months we 
have had several thousand out in 
general use, and we have had 
only three returned because of 
damage,” says Mr Carrigan. 


i 



Then: BioCootrol Systems, based 
in California’s Silicon Valley, 
generated a flurry of interest 
when It demonstrated its “bio- 
signal processing technology" - 
a method of controlling comput- 
ers through the movement of 
eyes and muscles. Its champions 
described it as the most signifi- 
cant advance in computer inter- 
faces since the invention of the 
computer moose and graphics 
icons in the 1960s. 

The researchers who founded 
the company showed that tiny 
electrical signals generated by 
muscles, eye movements or even 
brain activity could be picked up 
by gel sensors on a headband. 
They were then fed into a small 
transmitter which passed them 
on to a digital signal processor 
for interpretation. 

As an example, the company 
showed that it was possible to 
Operate a musical synthesizer by 
closing and opening the eyes and 
moving them from side to 
side. 

Twenty organisations, includ- 
ing the US navy, US medical 
research laboratories and univer- 
sities, and some European 
research organisations and labo- 


Update • BioControl Systems 

The eyes have it for 
computer control 

Vanessa Houlder on a company still determined to 
bring its ‘hands-free’ product to market 




ra tones paid 810,000 for research 
and development licences. 

Now: Despite the early interest in 
the technology, no products were 
launched. “The market wasn't 
ready for it.” says Anthony 
Lloyd, vice-president of BioCon- 
trol Systems. “There was not the 
computer power there is today. 
People were not as interested in 
interfaces as they are today." 

But BioControl intends to per- 
severe. Instead of leaving devel- 
opment to the licensees, it 
intends to launch a product In its 
own right. The 12-strong com- 
pany is now trying to arrange the 


funding and partnerships that 
will allow it to launch a product 
fiiis summer. 

It believes that prospects for 
the Hands Free Controller have 
improved for two reasons. The 
increased power of computers 
and the greater sophistication of 
computer games is fuelling inter- 
est in superior computer inter- 
faces. 

In addition, the product has 
been improved by incorporating 
a tracking device and using a 
new way of establishing contact 
between the user and the sen- 
sors. Wet. sticky gel has been 
replaced by a dry electrolyte 


which was developed by a 
Boston-based business. 

BioControl likes to demon- 
strate the versatility of the 
Hands Free Controller on a 
shoot-em-up computer game. 
Using a wrist band, a head band 
an d a tracking device, the user 
can move a character from right 
to left with a turn of the head 
and f o r w a rds by wrinkling his or 
her forehead. A gun shot can be 
simulated using a flick of the 
wrist, while blinking the eye has 
the same effect as a dick of the 
mouse. 

At first sight, the equipment, 
which is expected to cost around 


Eyeing up the 
computer screen 

Tom Foremski on plans to link th( 
human nervous system to PCs 
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£150 ($240), looks complicated and 
slightly comical. For most appli- 
cations. conventional equipment 
or possibly speech recognition 
software would seem preferable. 
But Mr Lloyd argues that the 
Hands Free Controller allows for 
a much more natural and intu- 
itive approach to playing a com- 
puter game than a joystick or 
mouse. He is convinced that 
video game controls win be the 
biggest single market for the 
Hands Free Controller. 

BioControl also hopes that the 
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device could be. a popular alterna- 
tive to the mouse in some 
people’s working lives. People 
inputting large amounts of data 
into computers would not have to 
take their hands away from the 
keyboard to move a mouse. Users 
at risk of repetitive strain injury 
from over-use of a mouse might 
find the BioControl system a 
good alternative. 

Mr Lloyd is also demonstrating 
the product to surgeons. In con- 
nection with keyhole surgery. 
They could use the Hands Free 


Controller to give commands to 
the computer that controls the 
. endoscope, while keeping their 
hands free .for surgical instru- 
ments. .■ 

-The technology may also be 
useful for people with certain dis- 
abilities. Mr Lloyd says that the 
company plans next year to 
. develop an eye movement detec- 
tor for the severely disabled. 

The deviceis undoubtedly inge- 
nious, hutBioControl has several 
hurdles to overcome before it can 
bring it. to market. After raising 
about $3xn from Singapore inves- 
tors a year ago to build a proto- 
type. it heeds a fhrther $6m in 
order to be ready to manufacture 
the device: ■ ' 

. " It also needs to create partner- 
ships with computer companies 
that could use the technology -Mr 
Lloyd reports “strong interest”, 
although no deals have been 
struck. •. 

. “We want to get the word out 
that the .mouse. is not here for. 
ever,” says Mr. Lfayd: < *Our mes- 
sage to PC manufacturers is: 
Why don't you want an alterna- 
tive? Using a mouse or joystick is 
unnatural. We think we can do 
something better.” 
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New team for 
Dresdner RCM 

Dresdner RCM Global Investors, 
the fund management group owned 
by Dresdner Bank of Germany, is 
to launch a dedicated European 
equity research team in a move 
which highlights the trend among 
fund management groups to con- 
duct cross-border research. 

Six analysts will research UK 
and continental European compa- 
nies for the group's fund managers. 
The team will initially be headed 
by Jan Mantel, chief investment 
officer of European equities. How- 
ever. Dresdner RCM is looking for 
an external candidate to fill the 
new position of head of European 
research. 

Mantel is understood to have 
been instrumental in fhang jpg the 
research practices of RCM. Before 
joining the company he wrote a 
study on the effect of a single cur- 
rency on the fund management 
industry in which he argued that 
cross-border research would be 
increasingly necessary. 

He said: “We believe that there 
will be growing demand for Euro- 
pean products both from institu- 
tional and private investors 


with the arrival of Emu." 

Peter Allen, deputy managing 
director at RCM. said: “The world 
is changing and Europe will 
Include the UK. We have decided to 
bring our research capability 
together." 

The group is also to merge its 
European and UK stock selection 
teams although it stressed that 
there would be no change in the 
way the portfolios were managed. 

Dresdner RCM also operates 
global sector research teams. 

Jane Martinson 

Mato to head 
Naviera Pinillos 

Spain's privately-owned Boluda 
group, which runs a fast-growing 
shipping empire, has hired Angel 
Mato from the state-owned com- 
pany Transmediterrinea to be 
chief executive of its latest acquisi- 
tion. Naviera Pinillos. 

The move comes less than a year 
after his appointment as company 
secretary at Transmediterr&nea, 
which the Spanish government is 
hoping to privatise in 1999. The hir- 
ing is evidence both of the Boluda 
family’s recent aggressive expan- 
sion policy and the increasingly 


competitive environment in Span- 
ish shipping. 

At 42 - the same age as the Bol- 
uda group's executive chairman 
Vicente Boluda Fos - Mato has 
spent 17 years at Transmedlterrd- 
nea. where he started as legal 
adviser, moving on to become pur- 
chasing director, marketing direc- 
tor and commercial director. 

In the latest of a string of acqui- 
sitions of troubled shipping inter- 
ests, the Boluda group bought an 
87 per cant stake in the formerly 
family-owned Naviera Pinillos last 
November for Ptal.lbn ($7.4m). 
Pinillos, with a workforce of 900, is 
main ly involved in container traf- 
fic between the Spanish mainland 
and the Canary Island* and is also 
active on Latin American routes. 

David White, Madrid 

Coca-Cola Beverages 
names more top jobs 

Two further appointments have 
been announced at Coca-Cola Bev- 
erages, Coke’s new anchor bottler 
for central and eastern Europe and 
northern Italy. 

Created as part of a shake-up of 
the soft drink group’s global distri- 
bution system, CCB plans a Lon- 


don listing in the summer which 
will almost certainly give it a place 
in the FTSE-250. 

The chief financial officer is to be 
Craig Owens, president of . Coke's 
French bottler. He joined Coca-Cola 
in 1981 and was part of the team 
behind the spin-off of Coca-Cola 
Enterprises, the bottler which cov- 
ers the US and parts of western 
Europe. Owens was finance direc- 
tor of Coca-Cola Northwest Europe 
before joining the French bottler in 
July 1994. 

The human resources officer will 
be Cynthia Hollis, who has been 
with the Northwest European divi- 
sion since 1995. She joined Coke in 
1982 and hag held several, manage- 
ment jobs Including h uman 
resources director for the European 
Community. 

They join Neville IsdeU, the 55- 
year-old senior vice-president of 
Coca-Cola already named as chief 
executive of the new company.. 
With 30 years’ experience with 
Coca-Cola, he. is currently presi- 
dent of the group's Greater Europe 
Group. 

IsdeU joined Coke in 1966 as a 
m anagemen t trainee at its Copper- 
belt Bottling operation in Kitwe, 
Zambia. He moved to South Africa 
In 1972, rising to general manager 


of the Coca-Cola Bottling Company 
of Johannesburg m 1976. 

After a spell in Australia and at 
the top of the newly formed Coca- 
Cola Bottlers Philippines, he 
became president of Coke’s Central 
European division in 1985. In 1989, 
he moved to the Atlanta head 
office as group president for 
north-east Europe, the Middle East 
and Africa, where he supervised 
the group's push into eastern 
Europe after the fall of commu- 
nism. 

That drive was led by Coca-Cola 
Amatil, the Australian bottler 
which brought its experience from 
Entering emerging markets in Asia 
Now CCA’s European operations - 
which include Austria and Switzer- 
land - are to be spun off as Coca- 
Cola Bottlers, leaving -the Austra- 
lian company to focus on the Asia- 
Pacific region. 

■The new bottling company will 
take over Coca-Cola’s bottling oper- 
ation in northern Italy, which will 
leave the parent group with a state 
of more than 4b per cent in the new 
company. CCB will have its head 
office in London, but most of its 
management operations will 
remain in tire countries where its 
business is done. 

John Wiliman, London 


Moving places 


■ Dante Rose ini and 
Antoine Schwartz have been 
appointed co-heads of 
European equity capital 
markets at Goldman Sachs, 
replacing Michael Evans, 
who is expanding his role in 
winning and executing large 
global offerings for the firm, 
which topped last year's 
league tables for equity 
offerings worldwide. Roscini, 
a 10-year veteran at 
Goldman, ha* been a 
managing director and chief 
operating officer of 
European ECM since 1996. 
Schwartz, who joined the 
firm in 1987. has been head 
of Goldman’s convertible 
capital markets since 1996 
and has spearheaded 
Japanese hybrid offerings. 

Evans joined Goldman in 
1992 and became a partner 
and head of European equity 
capital markets in 1994. 

■ TELSTRA has promoted 
Nick Notaras European 
director of sales. He replaces 
Nicolas Lanzarone who has 
returned to Australia to take 
up a senior marketing 
position within the Sydney 
2000 marketing team. 

■ RAIFFEISEN 
ZENTRALSANK (Austria) 
has made two appointments 
to develop its advisory 


capability in Russia 
alongside its existing 
commercial and investment 
banking operations. Alexis 
Tchoudnowsky. 33, and 
Dmitry Popov. 31. both 
previously with Coopers & 
Lybrand Corporate Finance 
in London, have joined 
respectively as managing 
director and executive 
director of Raffeisen 
Investment, a new company 
providing corporate finance 
services to Russia-based 
businesses. 

■ ANZ INVESTMENT 
BANK, the investment 
banking arm or Australia 
and New Zealand Banking 
Group, has appointed 
Aly-Khan Satchu head of 
financing in London. 
Aly-Khan has joined from 
Sumitomo Finance where he 
was global head of repo. 

ANZ Investment Bank is 
continuing to expand its 
capital markets team with 
four new appointments in 
distribution. The new 
members of the team come 
from Long Term Credit Bank 
Latin America where they 
focused on trading and sales 
of Latin American 
Eurobonds. Juan Helbling 
joins as director, 
distribution, and Gerald 
Lawson-Tancred joins as 
assistant director. 


distribution. Also joining are 
Sergio Trigo Paz and 
Fernando de Nunez both as 
vice-presidents, capital 
markets. 

■ DRESDNER KLEINWOET 
BENSON North America has 
appointed Rahul Merchant 
executive vice-president and 
head of information 
technology and operations. 
Prior to joining Dresdner 
Kleinwort Benson North 
America, Merchant was 
senior vice-president and 
global head of technology at 
Sanwa Financial Products. 

■ DEUTSCHE BANK has 
announced that John Ross, 
53, Is to succeed Simon 
Murray as chief executive 
for the Asia-Pacific region. 
He has been head of treasury 
at Deutsche Bank's head 
office in Frankfurt since 
July 1995. Ross win be 
succeeded as group treasurer 
by Detlef Bindert, 52. 
responsible far Deutsche 
Bank’s money market and 
repo activities worldwide. 

■ Diageo affiliate UDV 
ESP ANA has appointed 
Francisco Garcia Molina 
executive president. The 
company results from the 
merger of the spirits firms 
Anglo-Espanola de 
Distribution (AED) and 
United Distillers. Garcia 
Molina has been a marketing 


official for edible ofl 
company Koipe and has held 
posts in former Grand 
Metropolitan subsidiaries. 

■ South Africa’s national 
telecom munic ations ' 
company TELKOM, has 
announced the appointment 
of chartered accountant 
Sizwe Nxasana as its new 
chief executive with effect 
from April 1. Nxasana was ' 
managing partnw of Nkonkl 
Sizwe Ntsaluba, an audit 
firm ha established in the 
KwaZulu-Natal region. 

■ HSBC JAMES CAFEL 
Australia has appointed ' 
Ralph Shipley chief 
executive and Robin Jones 
chief operating officer. 
Shipley succeeds Greg 
Dobson who has been named 
deputy Chairman, a newly 

created position. Before 

joining the Sydney-based 
brokerage, Shipley was the 
director of financial services 
for HSBC Financial Services 
in Dubai. Jones was 
previousl y chi ef operating 
officer at HSBC James Capel 
Canada. 

■ DEBEVOISE & 

PLIMPTON, the New ' 

York-based international law 
firm, is gypandlng its 
Russia/CIS presence by 
opening a new accredited 
office in Moecow- Roswell 
Perkins will bead the office 


as resident partner of 
Debevoise & Plimpton LLC. 
He has been closely, involved 
with the firm’s practice in 
Russia mid other areas .of 
the Commonwealth of : 
Independent States since 
1989. 

■ MINORU MUKAI has been 
appointed head of capital 
market sales In the debt - 
capital markets business of 
HSBC Securities Japan 
Limited. Mukai was 
previously with the Bank of 
Tokyo-MttsubishL - 

■ DAIWA EUROPE 
LIMITED has appointed 
David Powe head of Asian ■ 
sales to be based in 
Singapore. Powe joins the - 
global unit of Daiwa's fixed 
income division from ' 
Banque Paribas in Singapore 
where he was co-head of the 
financing desk. 

■ DRESDNER RCM 
GLOBAL INVESTORS, the 
asset management arm of 
the Dresdner Hank Group, 
has appointed Raymond 
Chan senior fund manager, 
with a focus on the Hong 
Kong and China stock 
markets. He was previously 
an associate director at 
Barclays Global Investors 

Hong Kong and head of its 
Greater C hina team 

■ NORSK HYDRO ASA has 
appointed Geoffrey Richards 


to president of its 
petrochemicals division. 
Richards, currently 
managing director of Hydro 
.Polymers UK, succeeds 
Hakon Langballe who 
retired last autumn. 

■ SALOMON SMITH 
BARNEY has announced 
further expansion of its 
Asia-Pacific 
telecommunications 
research team with the 
hiring of three analysts who 
will be joining from BZW. 
All three will be based in . 
Hong Kong. Lloyd Fischer 
will join as director and 
head of Asia Pacific 
telecommunications 
research (excluding Japan). 
Charts Peza hflcm ripg 
telecoms research analyst 
covering the Philippines and 
Thailand and Pratik Gupta 
will be joining as a telecoms 
research analyst covering 
Singapore, India and 
Malaysia. 
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UGANDA 


The countiy is embarking on what may 
prove to he the toughest stage of its 
recovery. Michael Holman reports 

Tall order for a 
born-again natio 





Downtown Kampala 


□ Area: 197,058 aq km ■ 

□ Population: iSnWon 

(mW IMS wUn*M 

□ PopoMK* fliowtin 2 £%pjl 

h»-7«aium 

□ Languages: Bantu, tWottc, 

Itto-Hamitic 

□ Cummer- Uganda aWOng flJSh) 

□ Exchange nw Fab 13 19B7 31 riJShl .143.00 

■ OrflcM ran* 

Repubkc of Uganda 
• Form of auto 
Unitary republic 

• Legal system 

Based on English common law and me 1995 

consitURlon 

- NaU ona l ieg htefta e 

Part ament of Uganda: S76 members. 214 

elected by unh/oraat suflrage, with the 

remainder selected by electoral colleges, ah 

serve five years 


“We do the impossible. " 
reads the sign nailed over 
the door of a Kampala cob- 
bler. “Miracles taVn longer ” 

It could as well hang 
above the desk of President 
Yoweri Museveni. 

Twelve years after he took 
power, Uganda is embarking 
on what is likely to prove 
the toughest stage of its 
remarkable recovery from a 
disastrous past. 

Political stability, sound 
economic management, sub- 
stantial aid flows, fertile 
land and hard work have 
seen Uganda's GDP grow at 
an annual average of 6.4 per 
cent over the past decade. 

But it is not enough, as 
the U-shaped GDP graph on 
the wall of the IMF office in 
Kampala strikingly illus- 
trates. 

Per capita income, it 
shows. * is only now 


approaching the level last 
touched in 1971, the year Idi 
Amin came to power and 
Uganda's nightmare began. 

Can Uganda better this 
already impressive perfor- 
mance and break out of the 
ranks of the world's poorest 
countries? 

And can Mr Museveni and 
his -National Resistance. 
Movement preside over a 
successful ' transition to a 
fully democratic system, pro- 
viding a model for other 
African states m alting the 
shift from war to multiparty 
politics? 

The issues raised would 
present a formidable chal- 
lenge under the most favour- 
able of conditions. Weather 
and war, however, are mak- 
ing the task even harder. . 

Torrential rains in the 
region have not only hit pro- 
duction of coffee, -Uganda’s 


main export, but also cotton, 
reducing ' forecast GDP 
growth this year to 5 per 
cent. 

The unseasonal deluge, 
blamed on £1 Nifto, also 
threatens to disrupt land- 
locked Uganda’s route to the 
Kenyan port of Mombasa. 

Meanwhile, Uganda's secu- 
rity problems look set to 
increase as relations with 
the military regime in Sudan 
continue to deteriorate. 

Mr Museveni's support for 
the southern Sudan rebel 
movement is drawing 
Uganda deeper into its 
neighbour's long-running 
civil war. 

“We expect Khartoum to 
fall this year,” says one 
senior government official, 
while independent eyewit- 
nesses report movement of 
heavy military equipment to 
the border. 
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May 1996 (presxteninft June 1996 Hegstover. 
next elections due by 2001 (presidential and 
tegtebttve) 
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Coffee, the mainstay of tha Ugandan economy, has been hit by t orrent ia l rains ■ netumpkmPnawiota 

THE ECONOMY- ;• by Michael Holman ■■ 


Khartoum’s tit-for-tat sup- 
port of Uganda's rebels could 
well increase, fuelling insur- 
gencies in the north and in 
the west. 

The impact this is likely to 
have on Uganda's military 
spending, the least transpar- 
ent area of the budget, is 
just one of the concerns that 
have led to rumbles of dis- 
content from the donors. 

Corruption that reaches 
ministerial level and doubts 
about Mr Museveni’s com- 
mitment to democracy also 
may undermine Uganda's 
reputation as Africa’s lead- 
ing reformer. 

So far, however, these con- 
cerns have not reduced the 
aid flows that have helped 
turn Kampala into a boom- 
ing city, its streets remark- 
ably safe to walk in. Diners 
with mobile phones patron- 
ise new restaurants, a stock 
exchange has opened, and 
assorted consultants, experts 
and aid workers as well as 
businessmen fill the hotels. 

Entebbe airport, once a 
backwater, is fast becoming 
a regional hub, as trade 
thrives and tourists return 
to game parks and lakes. 

But there is more to the 
upbeat mood. Few countries 



factor 


Remarkable - 
growth during the 
past decade Jhas 
averaged 6.4 per 
cent annually 

Most African countries 
would boast about achieving 
5 per cent growth in gross 
domestic product (GDP). - 

But not Uganda, the -coun- 
try the World Bank- 
describes as “the most con- 
sistent good performer in' 
Africa". 

After a decade of success- 
ful reform, the govemmiaif s 
economic - managers have 
higher expectations. But the 
vagaries of the weather - 
too dry in 1996/7, and too wet 
in 1997/8 - rather than any 
policy shortcomings are to 
blame for two comparatively 
disappointing years. 

The shattered economy 
inherited by President 
Yoweri Museveni has been 
transformed by sound poli- 
cies and gross aid flows 
exceeding US$500m a year . 

Import liberalisation has 
forced the manufacturing 
sector to be more efficient, 
the lifting of foreign 
exchange controls has 
encouraged private invest- 
ment. privatisation has 
reduced subsidies and is 
increasing efficiency. 

The result is that GDP 
growth has averaged 6.4 per 
cent during the past decade, 
and £.1 per cent over the 
past three years: 

But it has left Uganda 
with what a UNDP report 

rails “the paradox of remark- 
able economic grow th 
amidst pervasive poverty” . 

GDP per capita is still only 
78 per cent of its 1971 level, 
while two thirds of Ugan- 
dans still live in absolute 
poverty - defined as less 
than a dollar a day - approx- 
imately the same percentage 
as that before the economy’s 
rehabilitation began. 

Hence the need for Ugan- 
da's economic development 
to move into a new phase, 
say officials, beyond rehabil- 
itation and adjustment and 
towards development 

Although the overall tar- 
get remains hig h . — 7 P** - 
cent per annum average real 
economic growth, with infla- 
tion kept to about 5 per rent 
per annum - more attention 
win be paid to poverty allevj- 

Th« government blueprint 
is set out in the Poverty 
Eradication Action Pl“. 
which aims to cut the per- 
centage of the lBm popula- 


tion, living in absolute pov- 
-erty from the present 68 per 
cent to less than 10 per cent 
by the year 2017. 

The plan also expects the 
percentage of the population 
living in relative poverty to 
fall from 86 per cent to 30 
per cent over the .same 
period. 

Central to the strategy is 
improved feeder roads, as 
well as reforms of land laws 
to provide secure tenure, 
coupled with better agricul- 
tural Inputs, "rural credit, 
{bad micro-enterprises. 

At the same time, the gov- 
ernment intends to increase 
.the share of resources allo- 
cated tp; basic services - 
health, water supplies, and 
education - from 23 per cent 
of the budget to 50 per cent. 

Whether Uganda can suc- 
ceed where Ghana, which 
has been pursuing its own 


Real per capita GDP, 


percentage points to around 
26 per cent of GDP." be says 
in a paper on the economy. 

Other priorities include 
improved revenue collection, 
and improvements to the 
country's inadequate elec- 
tricity supply system. 

In the long term, Uganda's 
capacity to sustain a high 
rate of development and 
meet its poverty objectives 
will depend on foreign 
investment 

Meanwhile, donor support 
remains as vital as ever. 
Uganda's central govern- 
ment budget continues to be 
dependent on foreign aid. In 
1996/97, Uganda was able to 
meet 55 per cent of total gov- 
ernment budget require- 
ments from domestic 
resources, with the balance 
coming from donors. 

Uganda’s total financing 
needs for 1997-8 will be 
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poverty alleviation plan, has 
had modest success, re mains 
to be seen. 

In the meantime, the gov- 
ernment has to build on its 
reforms, with the next phase 
of privatisation high on the 


Subsidies to state-owned 
corporations still cost about 
US$15O-200m a year,' more 

than 20 per cent of recurrent 
budget. 

Equally pressing is finan- 
cial sector reform, fallowing 
up the restructuring and pri- 
vatisation of the Uganda 
Commercial Bank with the 
development of domestic 
money and capital markets 
to increase private sector 
savings needed to finance a 
rising rate of investment. 

Over the past decade, says 
Professor Paul Collier, an 
Oxford economist who fol- 
lows Uganda closely, the 
investment rate has risen by- 
six percentage points of 
GDP, from 10 to 16. 

“For a sustained growth 
rate of around 10 per cent, 
the investment rate will 
need to rise by a further ten 


US$2.107bn with US$1.385bn 
coming from Uganda's own 
resources, leaving a financ- 
ing gap of US$722m to be 
filled by aid and soft loans. 

With this level of external 
involvement, it is hardly sur- 
prising that donors insist on 
taking a close interest in 
Uganda's economic mange- 

ment 

Corruption, weak institu- 
tional capacity, and the need 
to target aid more equitably 
- to include neglected areas 
notably In the north, and 
more effectively - are 
among the main concerns. 

But the most sensitive 
issue is the level of military 
spending. Defence expendi- 
ture in 1997/8 will account 
for about 9 per cent of all 
spending, including donor-fi- 
nanced development expen- 
ditures, which represents a 
fell from the preceding year. 

if Indirect spending is 
taken into account, however, 
the figure is higher, and mil- 
itary analysts suggest that 
the total figure could 
approach 16 per cent. Part of 
the reason, analysts suspect 


is the cost of covert support 
for the former rebels in 
Congo, and for the Sudanese 
rebel movement led by John 
Garang. 

Donors acknowledge Ugan- 
da's security needs, but seek 
assurances about the trans- 
parency as well as the effi- 
ciency of military spending. 

They were surprised to 
discover that Uganda had 
ordered tanks, which hardly 
seemed appropriate for the 
counter-insurgency tactics. 

They also point to the fact 
that the Auditor-General's 
report revealed that about 10 
per cent of the recurrent 
spending in 1995-96 consisted 
of unaudited classified 
expenditure. 

The second area of con- 
cern is corruption. Ugandan 
officials argue that if there 
are more cases being 
reported in the press, it is 
because the government is 
doing more to combat it, 
notably through the 
Inspector-General of Govern- 
ment 

Most donors concede the 
point but wonder why senior 
officials are seldom brought 
to book. 

Despite these concerns, 
most of the donors have sup- 
ported Uganda’s efforts to 
obtain debt relief from the 
joint World Banfe-IMF initia- 
tive for Highly Indebted Poor 
Countries (HIPCj. 

Although the country's 
debt service ratio has fallen 
from 54 per cent in 1993-4 to 
18 per cent in 1996-7, it 
remains a heavy obligation. 

The World Bank estimates 
that total assistance to 
Uganda in 1988-99 and 1999/ 
00 will amount to US$30m 
per year. 

But a paper by the UK- 
based charity Oxfam dis- 
putes the figure and calls for 
more substantial and 
quicker results. The rate of 
disbursement for debt relief 
will be slow, it claims: “Over 
the next few years debt relief 
will amount to around 
US$20m a year, while debt 
repayments will exceed 
US$l60m - more than the 
government is spending on 
primary education. 

“Frontloading debt relief, 
by implementing the HIPC 
initiative over a five-year 
period, would release signifi- 
cant amounts of money." 

This could be invested in 
education. Oxfam argues, 
helping the government to 
meet a pledge central to Its 
poverty eradication plan - 
the provision of free primary 
school places for up to four 
children from each Uganda 
household. 


in Africa have such a lively 
and challenging social and 
political agenda, tackling 
issues that go to the heart of 
good governance. 

A referendum in 1999 will 
ask the electorate whether 
they wish to adopt a multi- 
party system, or stick to the 
combination of consensus 
and coalition offered by Mr 
Museveni's “no-party" alter- 
native. 

Critics point out that 
although political parties are 
not banned, their freedom to 
operate Is severely 
restricted. 

Party rallies cannot take 
place, membership fees can- 
not be levied, and candidates 
cannot stand on a party 
political platform. 

Defenders of Mr Muse- 
veni's style of government 
maintain that presidential 
and ministerial powers are 
subject to checks and bal- 
ances, ranging from a lively 
press, a vocal non-party par- 
liament. an anti-corruption 
body, and the devolution of 
power to regional and local 
councils. 

They also point to reforms 
which tackle some of 
Africa's main obstacles to 
development, such as the 
communal land system 

The government will final- 
ise preparations for a land 
law, based on popular partic- 


ipation. to improve the secu- 
rity of land tenure and 
encourage the spread of free- 
hold land ownership. Other 
examples of the govern- 
ment's broad agenda range 
from the introduction of uni- 
versal p rimar y education, to 
the early adoption of an Aids 
awareness programme that 
was ahead of us time, and 
the deregulation of the air- 
waves. 

On the economic front, 
inflation is down, the budget 
deficit reduced to 1.9 per 
cent of GDP in 1996-7. civil 
service cut by half, exchange 
controls lifted, while many 
of the Ugandan Asians 
expelled by Amin in 1972 
have returned, bringing 
much needed skills as well 
as their capital. 

Within the next four years, 
the privatisation programme 
will be complete, eliminating 
subsidies that are three 
times the government contri- 
bution to the development 
budget 

No wonder, then, that the 
status of Mr Museveni - the 
guerrilla fighter who became 
a president a Marxist turned 
pragmatist - is second only 
to Nelson Mandela on the 
African continent. He is 
touted to speak at interna- 
tional conferences and is 
expected to play host to pres- 
ident Bill Clinton during the 


US president's forthcoming 
tour of Africa. 

Yet Uganda poses Mr 
Museveni and the donors 
some tough questions. 

For all its impressive 
growth. Uganda remains des- 
perately poor. Two thirds of 
the 79tu population remains 
in absolute poverty - 
defined as an income of less 
than a dollar a day - with a 
growing divide between the 
north and the relatively 
well-off south. 

Nor is Uganda's reliance 
on aid falling significantly. 
A government report notes 
that the ratio of total exter- 
nal support to the total bud- 
get has declined from 53.1 
per cent to 1995-6 to 49.1 per 
cent to 1996-7. 

But it also acknowledges 
that the proportion of devel- 
opment expenditure 
financed by project aid has 
averaged more than 80 per 
cent to the past three years. 
“This will remain the case, 
at least in the medium 
term,” says the report. 

The total financing 
requirement over the three- 
year period 1997/98-2000 is 
projected at US*2.5bn. 

The government hopes 
that the regional imbalance 
will be changed through its 
Poverty Eradication Action 
Plan, while at the same time 
setting ambitious targets for 
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growth. Other countries 
have succeeded, so why not 
Uganda? asks Richard Kai- 
juka. minister of planning 
and economic development. 

"Uganda's current per cap- 
ita income of S300 was regis- 
tered by Malaysia three 
decades go in i&67. Since 
then Malaysia has grown to 
be a middle-income country 
with per capita income 
of about USS5.000.” he 
writes. 

If this is to be achieved, 
Uganda must more than dou- 
ble domestic savings and 
reach eastern Asian levels of 
25 per cent or GDP, attract 
substantial foreign invest- 
ment. and keep donor funds 
□owing. 

Yet investment is modest, 
discouraged by Uganda's 
infrastructural weakness - 
notably inadequate power - 
while the prevalence of Aids- 
related diseases continues to 
afflict the country. 

Professor Paul Collier, an 
Oxford economist who fol- 
lows Uganda closely, argues 
that Uganda has a case for 
more support, not less. 

Policy reforms allow for 
greater efficient use of 
donor funds, and the demon- 
stration effect will lift the 
performance of its neigh- 
bours. 

Professor Collier also 
strikes a sombre note when 
he points out: “Even with 
the high-aid, high-growth 
scenario, it will take 20 years 
to raise Uganda to the 
threshold of the lower mid- 
dle income group.” 

If Uganda is to achieve 
this, it will need all the sup- 
port from the donors it can 
get. win higher levels of for- 
eign investment, and emerge 
unscathed from its involve- 
ment to Sudan. 

Success may not require 
the cobbler's miracle, but it 
is certainly a tall order. 


What keeps the wheels turning? 



SUGAR DOES! 

So doer Keel, map. 
beer, cooking oil, tea. 
cardboard boxes, glass containers, 
chain link fencing and crown corks. In fan everything 
that is made in Uganda. 

The Madhvani Group believes that every product made, 
sold and provided in Uganda, builds Uganda. Thai's why the 
Group has not only expanded many of these industrial, but 
also entered into joint ventures to manufacture products such 
as Sukari Sugar and introduce new products like RhLcohium to 
help boost farmers' productivity. 

The Madhvani Group also provides services to help build Uganda. 

New projects in tourism, a new television station, providing 
comprehensive insurance services and specialised computer software support, 
will all help bnoit die economy. 

But the Madhvani Group produces not only products and services but alio mates jobs. Hie Group 
directly employs over 13.IK11I people and carries extensive training programmes iu many disciplines. 
It also provides die country with much needed tax revenue to lielp build its in I ran met ure. Uut most of 
all. the Group provides quality products which lead to fewer imports and significant exports, providing 
precious foreign exchange. 

Next time you buy The Madhvani Group's products end use our services, remember you arc helping to 
keep the wlwels turning. So build Uganda, buy Madhvani, 


The Madhvani Group 

P-O.Box 64 Alfa, Uganda. Telephone: 00356 43 20511, 21316. Fax: 00256 43 20750, 20909- 
E-Mai f: modhvanWstarcofTucoatg 


KitUnf riifdr, ,V3r Spend, Out i PHtettn, ,'iMftiwii fra. Muftii-ani mottit; ait, soap, Star Blue itop, Sukari Siiflif. .Un/fc^r, Ciwm Cf rfci, CtainH 7 rlrrumii, 
East Afikmi Undmrtrtrrt. Sifrl Cerptamicm tf East Afivii, hvhutral Semrilp Stmtei, Afuvju Safari LoJge, kalafala FMh ReuM. Chabr Ledge. 
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PRIVATISATION • by Michael Holman 


Lined up for the 
biggest sell-off 


The country's 
communications 
network is on the 
verge of being 
transformed 


When Idi Amin seized power 
in 1971. Uganda had 100.000 
telephone lines. Today. 
Uganda has only 46.000 lines 
serving a population of 19m. 

But if all goes according to 
plan, the country's commu- 
nications network is on the 
verge of being transformed. 

One of the conditions of 
the privatisation of Uganda 
Posts and Telecommunica- 
tions (UPTC) is that the suc- 
cessful operator should dou- 
ble the lines available by the 
end of three years, and 
increase the total to 150.000 
within five years. 

It forms part of the latest 
and most exciting phase of 
Uganda's privatisation pro- 
gramme. involving the state 
utilities - electricity, rail- 
ways. water and the national 
airline. The divestiture of 
UPTC is expected to be the 
biggest sell-off since the pro- 
cess started in 1992. 

At that stage about 107 
enterprises were state- 
owned. and heavily subsi- 
dised - US$208m in 1995-5, or 
S per cent of GDP and equiv- 
alent to five and a half times 
recurrent spending on 
health, and twice the outlay 
on education. 

Over the next four years, 
however, all direct and indi- 
rect subsidies will have been 
phased out. 

"Misgivings about privati- 
sation have given way to 
support." says Michael 
Obagi of the privatisation 
directorate CHK. "thanks to 
the demonstration effect - 
the public are seeing the 
benefits, greater productiv- 
ity. and greater efficiency." 

So far the government has 
divested either all or a 
majority of its shares in 72 
public enterprises out of 123 
slated for full divestiture. 

By June this year, it 
intends either to have 
divested all of its shares or 


to have relinquished man- 
agement control to strategic 
investors in 95 enterprises. 
The remainder should be 

sold off by June 1999. 

"We have moved assets of 
more than USSlbn to the pri- 
vate sector." calculates Leo- 
nard Muganwa. executive 
director of the Enterprise 
Development Project, which 
oversees the programme. 

"Our next phase is to 
invite the private sector to 
participate more vigorously 
in the provision of power, 
water, roads, and other ser- 
vices." 

The privatisation of UPTC 
took shape with the Uganda 
Communications Act, which 
authorises the break-up of 
the corporation into Uganda 
Telecommunication Ltd 
(UTL), which will be priva- 
tised. Uganda Posts Ltd 
(UPL) which will remain in 
government hands, and the 
Uganda Communications 
Commission, which will be 
the regulator for the sector. 

Government will ini tally 
offer 51 per cent of UTL for 
sale to a core investor, who 
will assume management 
responsibility. Residual 
shares will be offered to the 
public at a later date. 

The government has pre- 
qualified five companies to 
bid on a second national 
operator licence. 

Next in line Is the Uganda 
Electricity Board, which will 
lose its monopoly on power 
generation, and its distribu- 
tion assets and operations 
wifi be sold off. 

Bids are invited from mid 
year, with final sale to a core 
Investor expected in 1999/ 
2000. 

The government is consid- 
ering the possibility of pri- 
vatising parts of the 
National Water and Sewer- 
age Corporation, such as bill 
collection. 

Uganda Railway Corpora- 
tion is also a possible candi- 
date for private sector 
involvement, while Uganda 
Airlines Corporation is 
scheduled for privatisation 
in 1998/9. 

The programme has not 


been without hitches. 

The financial upheaval in 
eastern Asia has delayed the 
completion of the sale of the 

Uganda Commercial Bank to 
Westmont Land of Malaysia, 
which bought 49 per cent of 
the bank with an option to 
buy a further 2 per cent. 

Following the sharp fall in 
the Malaysian currency. 
Uganda agreed to extend the 
payments dates, but the sale 
is going ahead. 

More worrying are com- 
plaints about the tender pro- 
cess. An internal World 
Bank document Is under- 
stood to have expressed con- 
cern about the transparency 
of the procedures. 

Bank officials will not 
elaborate on the report, but 
the case of the Apolo Hotel 
Corporation, which owns 
Kampala's Sheraton Hotel, 
has revealed some of the 
weaknesses in the system. 

An unsuccessful bidder 
asked the Inspector General 
of Government. Uganda’s 
corruption watchdog, to 
investigate the case. 

The report, released last 
month, was highly critical of 
the government committee 
responsible. 

Three government minis- 
ters had been "allowed to 
talk to one of the bidders 
before awarding the tender 
wihout according a s imil ar 
chance to the other bidders", 
in an effort "to salvage a bid 
which they knew had col- 
lapsed". 

“It is not clear why they 
were so keen to accommo- 
date this failed bid even at 
the risk of violating rules 
which (the committee) had 
itself established." com- 
ments the report. 

Mr Obagi acknowledges 
that the government has had 
to undergo what he calls a 
learning process, but argues 
that tbe existence of the IGG 
is evidence of its determina- 
tion to crack down. 

"What we have now estab- 
lished is an attractive invest- 
ment climate, with a grow- 
ing capital market, and 
financial institutions willing 
to help finance investors." 
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Tk-ansAfrica 


Tk-ansAfrica 

[ ASSURANCE 
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TRANSAFRICA ASSURANCE 
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TRANSAFRICA BANK 

The Company, set up in 1992. marks a 
significant diversification far the Mehta 
Group into the field of financial services. 

The Company has brought a highly scientific 
approach to bear m nsk assurance for tne 
first time m Uganda. Run by a highly 
experienced and respected teem of 
professionals. U cailaooraies witn leading 
organisations like Mumcn Reinsurance Co.. 
General Insurance Co of India. 

PTA Reinsurance Co and African 
Reinsurance Corporation. 


TransAfrica Bam- Ltd which began operations 
1995 is a fuiiy fledged Commercial Bank 
wth headquarters in Kampala and a orancfi 
at Emeope International Airport. 

The Bank also provides specialised services 
suen as Merchant BanNng. and aspires to 
venture into investment Banking and 
eventually mre »-patpi'S''men< of a Mu'uai Fund 
Company. 

frae to its name, tne Banv nas jiar-s lo span 
across tne African con line r; in the not MO ' 

0 'Slant future 
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AGRIMA 

COKSAJJWn VHC* LTD 


Trie company has 
been a project 
consultancy tor the 
last 15 years. 


SUGAR CORPORATION OP UGANDA 


Plays a key role in Uganda's economy, for not only is 
It the nation's single largest suppler of tnis essential 
commodity, pul also one of Uganda’s largest 
employers. The Company's Complex at Lugaa 
spreads across nearly 10.000 hectares, is one ol the 
■Showpiece" projects of East Africa, totally megratea 
umt that grows sugarcane, manufactures wtilte 
sugar, and converts the molasses by- 
product Into mousmai alcohol. The 
company grows sw hectares of roses 
unoer scientific greenhouse conditions. 

It also grows Jasmines and tube-roses 
for the European and West Aslan msi-ets. 
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TRANSAFRICA 

COMMERCE 


An ln-emauona> 
tracing house 
ercons. onports anc 
represents roputea 
foreign munmationai 
companies 
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UGMA ENGINEERING 
CORPORATION 

This is one of we largos i ana oesr equipped 
engineering workshops in East Africa 
■J riser the recent rehabilitatwn ana 
modernisation programme, the Company's 
Cost Iron ana Ferrous Foundry and Machine 
Shop are updated. The objective of mis 
■enaoilitauon project is to equip UGMA to 
meet the Spare part equipments of various 
mayor industries, sugar, lea. coffee, tobacco, 
textiles, steel, cement, mining, housing and 
construction, as w?fi as the railways 


CABLE CORPORATION LTD 

The Company manufactures a wide range of 
high quality cable and electrical wires. 

Today, it not only commands a 53S rrarkel 
snare m Uganoa. out also helps meet Die 
needs ol ether neighbsunne cour.tnes Cable 
Corporation conuouies :o the growtn el 
electrification and industry. 

The company is now loosing at new maAet 
opportunities and is planning to diversify into 

the allied fields of piashc processing 


We are just a small part of Uganda - The Heart 


P.O. POX 1185 KAMPALA 
TEL: 00256 41 347597/241559 
FAX: 00256 41 341862 
EMAIL: CABLECO@5TARCOM.CO.UG 
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Banking on mattress money 


On the wall of Dirk Van Hook’s 
office hangs a portrait of Uganda's 
Roman Catholic cardinal. Although 
he has never met the cardinal, the 
choice of decoration seems 
appropriate for a hank manager 
many peasants consider to be God’s 
gift to the country's underdeveloped 
rural areas. 

From this office the chief 
executive of the Centenary Rural 
Development Bank iCerudeb). in 
which the church holds an 85 per 
cent stake, oversees a banking 
operation with a special mission: 
providing loans and deposit 
accounts for those regarded by 
conventional banks as too poor to 
be worth bothering about 

In doing so he has started to tap 
what analysts believe is a huge 
neglected resource: so-called 
“mattress money", the savings of 
millions of peasant families 
untouched by financial institutions 
ever since Uganda's rural banking 
system collapsed during the years of 
terror. 

If the sizes of Cerudeb's 
transactions are tiny - the average 


account is 160.000 shillings ($140). 
the average new loan is $1,000 and a 
quarter of loans are under $500 - 
demand is enormous despite 
interest rates that would be 
considered crippling in the 
conventional banking sector. 

“We have 77,000 depositors at our 
nine branches and we are planning 
to quadruple the size of the bank in 
the next five years." says Mr Van 
Hook. "Ten years in Indonesia 
taught me that poor people have . 
money and that micro finance can. 
be profitable as long as it is priced 
correctly." 

Not only Is his work bringing 
peace of mind to the rural 
community, ignored by companies 
who prefer to compete for business 
in over-banked Kampala, it is the 
first step in raising accessible 
domestic savings, the prerequisite 
for publicand private investment, . 
to the kind of levels that proved 
critical to south-east Asia’s 
expansion. 

Government economists say the 
cujrrent domestic savings rate - 
roughly estimated at 8.4 per cent of 


‘ gross domestic product - needs to 
be lifted to somewhere in the 
mid-20s if Uganda is to break away 
from its current heavy reliance on 
foreign aid. . • 

Although two monsignors sit on 
tbe Cerudeb's board. Mr Van Hook, 
a US citizen and a former Peace 
Corps volunteer. Is far from being a 
soft touch. While foreign donors 
unif ormly complain about the 
widespread “culture of 
non-payment*’ faUganda that 
blights their operations, Mr. Van 
Hook says delinquency rates have 
been slashed since 1993. when 
Cerudeb was turned from a trust 
fund to a commercial bank. . 

He attributes this to the bank’s 
readiness to seize bicycles, livestock 
and household items offered as 
security. “A bicyde may not mean 
much to you, but to someone who 
-uses it to sefi goods in the village 
down the road, it means a great 
deal." he says. "We’re more flexible 
than other banks in what we accept 
as security and we follow up ■ 
vigorously." 

But outsiders say the Catholic - 


Church’s involvement also pin} £ 
role in guaranteeing repayment. 
“It's one thing not repaying a 
white-run foreign lender - t hat ? _ 
considered free money, fair game, 
says an expatriate working tor a 
lend in g institution. “It s another 
ripping off tbe local diocese, i We 
have a totally different moral 
viewpoint on that" ‘ 

The average customer is a small 
trader, someone who runs a market 
stalL Twenty-seven per cent are 
women. For these 
mini-entrepreneurs, the 43 per cent 
interest levied on new borrowers is. 
acceptable because their uwn profit 
Tttarg fns are high enough to 
accommodate the rate. The only 
other source of credit, the money 
lender, will be asking even more. 

Cerudeb itself operates on wide 
margins, which accounts for its 
profitability. Interest on savings is 

between 2 and 12 per cehL For the 

rural kiosk owner, that may seem 
low, but it remains a lot more, 
rewarding than the mattress. 

Michela Wrong 


INVESTMENT • by Michael Holman 


Returning Asians boost economy 


Uganda faces the 
problems of a weak 
infrastructure and 
a small domestic 
market 


When Nile Breweries 
reverted to the Madhvani 
Group in April 1992, the pro- 
duction of beer averaged 

43.000 crates a month. 

Today, the brewery, one of 

the many businesses nation- 
alised during Idi Amin’s 
expulsion of Ugandan 
Asians, is thriving. 

Monthly output exceeds 

350.000 crates, the capacity 
of the modernised plant in 
Jinja is 500,000, while taxes 
on sales provide the govern- 
ment with 4 per cent of its 
revenue. 

And, in a deal which will 
give Nile Breweries access to 
the technical, marketing and 
managerial skills of one of 
the continent's leading com- 
panies. 40 per cent of the 
equity is now owned by 
South African Breweries. 

Uganda offers no more 
striking example of the reju- 
venating effect on a shat- 
tered economy of a combina- 
tion of expertise, foreign 
capital and an external stak- 
eholder. 

• But it is far from certain 
whether the country can 
attract the level of foreign 
investment required to reach 
its target of double-digit 
growth, and reduce depen- 


dence on foreign aid. 

Despite substantial incen- 
tives to hew investors and 
the opportunities provided 
by the privatisation pro- 
gramme, the country faces 
the problems of a weak 
infrastructure including 
inadequate power supplies, 
and a small domestic mar- 
ket. 

And while the return of 
the Asian community has 
provided a huge boost to the 
economy, tbe investment 
flows the community gener- 
ated may be levelling off. 

It is just over 25 years 
since Idi Amin expelled 
30,000 Ugandan Asians and 
seized their properties and 
businesses. 

Most are now permanently 
settled in Britain. Canada 
and elsewhere, but many 
have taken advantage of the 
Museveni government's deci- 
sion to return the Asians' 
assets to their owners. 

The M adhv ani family were 
among the first to come back 
and rebuild a conglomerate 
which ranges from the brew- 
ery to sugar factories and 
tea estates. The family busi- 
ness has since been expan- 
ded by investments in 
tourism and computer soft- 
ware. 

The return of Ugandan 
Asian capital helped 
increase foreign direct 
investment (FDD from 
US$113m in 1995-6 to 
US$l60m in 1996-7. according 
to government figures. FDI 



Flashback to 1972: expeDad Ugandan Asians have, their p assp orts . 
checked at Mombasa by a Kenyan official _ . JUnrriP 


is estimated at 2.7 per cent of 
GDP in 1996-7. up from 2.1 
per cent of GDP in 1995-6. 

More recent - statistics, 
however, suggest a .slow 
down in FDI. According to 
the World Bank, private 
transfers and foreign direct 
investment together fell by 
about 9 per cent in 1996-7. 

“There is some evidence 
suggesting that rehabilita- 
tion of the properties of 
returning Asians has - 
peaked, resulting in lower 
inflows,” says a World Bank 
report. 


- William Muhairwe. acting 
executive director of the 
Uganda Investment Author- 
ity, believes, that. -FDI flows 
will . recover: ’’Uganda has, 
established a reputation as a 
safe and profitable country 
to do business in," he says, 
and goes on to make his 
investment pitch. ' 

Uganda’s corporate,- tax 
rate of 30 per cent is one of 
the lowest in Africa^ .and 
'while the domestic market is 
small, the coo untry enjoys 
duty-free access to the Euro, 
pean Union and preferential 


access to much of the Afri- 
can market through mem- 
bership of the regional trad- 
ing bloc Comesa. 

Uganda should also benefit 
from the United States's 
: recent efforts attempt to 
' open its market to African 
exporters. 

. Foreign-funded projects in 
the pipeline-include.the joint 
venture of Crown -Bottlers 
. .Uganda with the UK-based 
Pepsi -Cola Bottling Invest- 
ment. Fond which will be 
worth, up toUS$40m, and the 
US$H0m Kasieseicobalt plant 
. .due to behpened’this month 
by IVesiffentJ Yoweri Muse- 
vent' : iri'/Sl 

TLaiso expect ! the current 
phase of the privatisation 
procesSid attract substantial 
-outside ^interest . particu- 
ferlyj;:|he;telecoinmnnica- 
tions sector, the state airline 
and other public utilities, 

. which we expect will involve 
foreign partners.” says Mr 
Muhairwe. 

.Access to capital for inves- 
tors, says Mr Muhairwe. will 
be made easier by the open- 
ing of the Uganda Securities 
Exchange last month, with 
dealings in East African 
Development Bank bonds 
and Central Bank Treasury 
bills.. ’ 

.. The : first listing on the 
exchange is expected to be 
the Jinja-based Grain Milling 
Company Ltd, followed by 
other recently privatised 
companies, including the 
Uganda Commercial Bank. 
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POLITICS • by Michela Wrong 


Most Ugandans 
are likely to vote : 
in favour of 
prolonging the 
status quo 

Many Ugandans shudder 
when they pass’ the Nile 
Hotel in Kampala.- Now 
redecorated and reopened to 
paying guests, this was the 
building where Idi Amin’s 
police tortured to death hun- 
dreds of their fellow country- 
men. Day and night, the vic- 
tims' screams could be heard 
from the surrounding 
streets. 

Such scarring memories 
are the only explanation nec- 
essary for the fact that when 
President Yoweri Musev en i’s 
“movement" system is put to 
a national referendum in 
2000. the majority of Ugan- 
dans are expected to vote in 
favour of prolonging the sta- . 
tus quo. ' 

Derided by the opposition 
as .a one-party, dictatorship, 
disliked by western donors. 
Mr ' Museveni's “no-party" 
arrangement reassures those 
who blame the horrors of 
both the Amin and Obot'e 
eras, on . the . chaos sown by 
the country's fractious politi- 
cal parties. - 

“People really get terrified 
when you start talking about 
multipartyism. in Uganda," 
says a young local business- 
man. “They look at the polit- 
ical parties, which are tear- 


spirit seems to be returning 


tog. themselves apart and 
seem to have no internal 
■ democracy, and'' see .'the 
return of all the. horrors of 
the.pasL" ■ 

But while JMr Museveni’s 
success 'in the : referendum 
seems assured, there are 
growing signs the. event 
could be effectively drained 
of its political content by the ■ 
administration M»Aif 

The National Resistance 
Movement (NRM) that has 
ruled in Uganda for l 2 years, 
insiders say, is currently 
going through a period, of : 
intense . self-examination. 
What emerges may be arec- 
ogmtion that — jiublic. sup- 
port for the movement sys- 
tem notwithstanding; — ; 
multipartyism has now 
become unavoidable. 

“Elections alone have 
changed- the nature of move- 
ment politics/’ says Augus- 
tine Ruzindana, a member pf 
parliament. referring to the 
presidential, parliamentary 
and local polls staged since 
1396. “I don't know where Tire 
are heading, but we sire defi- 
nitely -in a transitional 
stage." 

The' divide is between 
NRM veterans who favour 
the current, system and 
younger, more, progressive 
members, who believe It is 
time the. NRM emerged as a 
party, but one so broad- 
based and-tribally Inclusive 
it could cut the ground from 
under tbe traditional parties. 

The fact, that a debate 



President Museveni: referendum success assured Haw m usw. 


regarded as unthinkable a 
few years ago is now taking 
place - something which 
presupposes the covert bless- 
ing df the head of state - is a 
response to sustained for- 
eign criticism of the “no- 
party" arrangement . 

'But there is also an ele- 
ment of accepting the inevi- 
table - for Uganda's political 
system, many would argue, 
is increasingly multipartyist 
in all but legislation. 
Although candidates must 
stand as individuals in elec- 
tions, rather than on party 
platforms^ there is little 
doubt in the minds of the 
public - familiar with their 
personal history - which 
parties they belong to. Defy- 
ing the' law, opposition 
groups have been openly 
staging delegates' meetings 


and sailing party cards. 

And many diplomats say 
they have been impressed by 
the feistiness of the parlia- 
ment produced by the 1996 
elections, which is resolutely 
refusing to act as a 
rubber-stamp institution. 

Opposition members com- 
plain that not being able to 
form formal party caucuses 
limits their impact. “Without 
parties, without whips, you 
cannot be effective in parlia- 
ment," says Yonasani Kany- 
omozi. a UPC supporter and 
former MP. "Everyone ends 
up operating in isolation." 

But members have flexed 
their new muscles, grouping 
in ad-hoc, fluid caucuses to 
trim the budget, censure 
cabinet members caught 
with their hands in the till - 
forcing one mini ster to 


resign - and generally call- 
ing the government to 
account. 

"Without whips MPs are 
freer to vote according to 
their consciences. Having 
political parties does not 
necessarily mean freer politi- 
cal action," argues Mr Ruzin- 
riana 

Simultaneously, the gov- 
ernment's decentralisation 
drive, which is delegating 
decision-making and reve- 
nue-raising to the districts, 
passes power to levels where 
party affiliation is in any 
case of less importance than 
individual performance. 

Some would argue that 
multipartyism in Uganda 
never really went away, it 
was merely temporarily sub- 
merged by the movement 
system, with the existing 
parties retaining their essen- 
tial tribal and religious affili- 
ations virtually unchanged. 

This is most clearly exem- 
plified in tbe failure of the 
Uganda People's Congress 
(UPC), the northern -based 
opposition party with a 
largely Protestant member- 
ship, to replace the exiled 
Milton Obote as leader. 

Party officials say the law 
prevents them from holding 
a delegates' conference at 
which the discredited former 
president, responsible for a 
regime just as brutal as 
Amin's, could be ousted. But 
for ordinary Ugandans the 
argument remains unconvin- 
cing, a measure of the par- 


ty's continuing refusal to 
break with the past 

There is no evidence that 
even under new leadership 
either the UPC or the Demo- 
cratic Party, the southern 
Catholic rival which is strug- 
gling to rid itself of Paul Sse- 
mogerere's uninspiring lead- 
ership, would be capable of 
breaking out of their histori- 
cal constituencies. 

In tbe run-up to the 20fj0 
referendum, Mr Museveni 
will have to decide whether 
the same weakness could in 
the long term be shared by 
the NRM. whose elite origi- 
nates from the west. 

In the 1996 elections the 
NRM succeeded in eclipsing 
DP candidates in its own 
southern home base, but it 
was shunned in the ms ur- 
gency-hit and impoverished 
north. If the ban on parties 
is lifted and the knee-jerk 
political instincts of the past 
resurface, tbe danger is that 
the movement could emerge 
as just another ethnic group- 
ing. rather than the "broad- 
based". “all-embracing" 
entity imagined by Mr Muse- 
veni's colleagues. 

“We've been here a long 
time, but the fear is that it 
has not been long enough to 
heal the divisions that would 
develop if the NRM disap- 
peared." says an NRM activ- 
ist “Tbe dilemma is: how do 
you ensure that the events 
which resulted in the virtual 
destruction of our country 
do not re-occur?" 


AGRICULTURE • by Michela Wrong 

El Nino puts 
cotton sector 
in a spin 
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The agricultural 
sector is suffering 
because of the 
freak weather 
conditions 

Ugandans may not be too 
sure bow to pronounce it, 
but they are keenly aware of 
its impact. EH Niflo. the freak 
weather phenomenon that' 
brought first drought and 
then torrential rains to East 
Africa, has. done moire than 
sweep bridges away, cut off 
rural areas and trigger a 
cholera outbreak. 

By hitting the agricultural 
sector, which accounts for 44 
per cent of Uganda's GDP 
and mare than 90 per cent of 
exports, it has placed growth 
targets out of reach and 
fiielled inflation by increas- 
ing the cost of staple foods. 

Hardest hit has been the 
cotton sector, which only 
recently started showing 
signs of a revival thanks to 
an injection of new invest- 
ment after years of neglect 

The dry spell in April, May 
and June prevented fanners 
from planting. As a result, 
1997/98 output is expected to 
drop by -15 per cent to 60,000 
bales from 110.000 bales the 
previous year - the highest 
level since the industry’s col- 
lapse during the Amin era. 

Bruce Robertson, a young 
South' African entrepreneur 
who bought into two ginner- 
ies in western Uganda in 


1995, admits that after an 
encouraging start, this has 
been a . disastrous year. “We 
just have to grit our; teeth 
and hold tight until the next 
harvest.” ■!..'■ 

Coffee, the mainstay of 
Uganda's economy, has 
emerged in slightly better 
shape. But in a sector that 
still accounts for 65 per cent 
of exports and employs 80 
per cent of the labour' farce, ' 
any decline affects a bugs' 

; swathe of the peculation. 

At the Uganda Coffee 
Development Authority 
(UCDA),' officials say the 
mainly robusta crop cotild 
fell as low as 3.5m bags com- 
pared to last year's record 
4J!3m. Depending on world 
prices, that should bring in 
around $340m in foreign 
exchange,' a $60m drop on 
last year. 

• “The drought coincided 
with the : flowering period, 
which, meant instead of 
maturing the flowers 
aborted." says Tress Bucy- 
anayandi, managing direc- 
tor. “Then soils were water- 
logged and there was a . 
problem drying the crop. 
The coffee is coming in later 
than it should and quality is 
bound to be affected." 

- The constant humidity has 
also exacerbated the prob- 
lem of coffee wilt. But in the 
long term this may prove to 
be a blessing in disguise, say 
coffee experts, as it is 
encouraging farmers to 
undertake the long-overdue 
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The tea meter is enjoying a recovery so remarkable it can shrug off the effects of B Nino 


replacement of 30-year-old 
trees, more prone to fell vic- 
tim to the disease. 

The UCDA, which has 
been tapping a tax on 
exports to open nurseries 
across the country, want 
10 m coffee seedlings planted 
each year, with the entire 
stock replenished over two 
or three decades - a prereq- 
uisite if the eventual target 
of 6m bags is to be achieved. 

“In the laboratory clonal 
coffee can produce up to 
4,000kg per hectare per 
year," says Henry Ngabi- 
rano, UCDA quality man- 
ager. “In the field we expect 
yield to reach 2,000kg, com- 
pared to 6-700kg with the old 
plants." 

- If President Yoweri Muse- 
veni . has voiced hopes 
Uganda will eventually 
export roasted and ground 
coffee rather than green 
beans, insiders admit that 
local processing remains a 
very distant dream despite 
discussions with a range of 
Spanish and British compa- 


nies. Increasingly, there is a 
growing realisation that 
Uganda’s manufacturing sec- 
tor is too small to be the 
engine for growth and that 
the country must focus once 
again on its traditional 
strengths - in this case, its 
status as Africa’s leading 
coffee exporter. 

Government planners 
these days talk more of the 
importance of developing 
feeder roads, improved 
extension services and devel- 
oping market towns than 
working towards a manufac- 
turing-led export drive, an 
emphasis welcomed by the 
coffee men. 

“You cannot simply march 
machines into an area where 
people have nothing." says 
William Naggaga, UCDA's 
secretary. “If you can 
improve the rural economy 
and empower rural people, 
then you will have created a 
market for manufacturing." 

Liberalisation of the coffee 
sector, launched in 1990, has 
already gone some way 


towards achieving that aim. 
The state marketing monop- 
oly has been removed, allow- 
ing 50 exporters to compete 
for business and ensuring a 
bigger share of proceeds 
ends up back in the village. 

Experts estimate that 
farmers' share of the world 
price has risen to 65 per cent 
from 16 per cent a decade 
ago. 

Anyone doubting the 
long-term potential of Ugan- 
da's soil and rural labour 
force should take inspiration 
from the tea sector, cur- 


Ptetufw O/yn Otrun 

rently enjoying a recovery so 
remarkable it can shrug off 
El Nino. Tea exports have 
risen from 2,000 tonnes in 
tbe late 1980s to 16.940 
tonnes in 1996. So pleased is 
Britain's Commonwealth 
Corporation Development by 
returns on Its investment in 
Rwenzori Highlands Tea, the 
country's biggest growers, 
they are thinking of expand- 
ing existing estates. “In 1995 
the situation was so dire we 
were despairing." says Brian 
Perks, country manager. 
"Now we are quite bullish." 


High cost of war 

The Uganda People’s Defence Forces, numbering around 
50,000 men, is struggling to contain two rebel 
insurgencies. While analysts agree that neither is capable 
of toppling the government or holding territory, the 
campaigns represent a heavy drain on resources. 

In 1997, official defence spending was 12.6 per cent of 
the budget. But experts estimate the real figure may be 
closer to 20 per cent. 

By creating large populations of internally-displaced 
people and refugees needing food aid - 500,000 In 1998 
compared to 265,000 in 1995 - the fighting has also 
crippled development. 

President Yoweri Museveni's recent army shake-up. In 
which his brother Salim Saleh was appointed defence 
“overseer", was implicit recognition of the seriousness of 
the problem. 
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North-west 

The West Nile Bank Front 
(WNBF) is led by Colonel 
Juma Oris, once Idi Amin's 
foreign minister. It used to 
operate from bases in 
Sudan, whose government 
backed its activities, 
attacking targets such as 
Arua and Nebbi. 

Since the Sudan People's 
Liberation Army (SPLA) rebel 
group of John Garang killed 
hundreds of WNBF guerrillas 
in May/June 1997, the group 
no longer poses a threat 
But Khartoum now appears 
to be encouraging the 
formation of a new 
movement in the north-west, 
the Uganda National Rescue 
Front 2, already responsible 
for some low-level attacks. 

North 

Since 1986 the Lord's 
Resistance Army (LRA), a 
fundamentalist Christian 
guerrilla group, has been 
challenging Kampala's rule. 
Led by Joseph Kony, a 
former choirboy, the group 
abducts children and forces 
them to kill. It is supported 
by Khartoum. 

Although Mr Garang's rebels 
have seized many of its 
bases in Sudan, the LRA still 
manages to infiltrate 
northern Uganda with 
hundreds of fighters. 

Since November 1 997 the 
LRA's focus has moved from 
Gulu to Kitgum. LRA 
guerrillas have infiltrated as 
far south as Lira and Apac 
districts. Following SPLA 
attacks, their bases have 
shifted and are now close to 
Juba in Sudan. 

The army has responded by 
herding residents into 
“protected villages", often 
against their will, but fails to 
control the situation. 


Agriculture has been 
disrupted, with nearly 

300.000 peasants fleeing to 
urban centres. 

Northern parliamentarians 
are pressing Kampala to 
reopen negotiations with the 
LRA. suspended in 1994, 
and for Mr Kony to be 
offered amnesty, 
recommendations endorsed 
in a US State Department 
report. So far President 
Museveni has refused, 
arguing that LRA atrocities 
make forgiveness 
impossible. 

West 

Estimated at between 600 
and 1 ,000 men, the Alliance 
of Democratic Forces (ADF) 
groups members of the 
Moslem Tabliq sect, a local 
Ugandan liberation 
movement, exiled members 
of Rwanda's genocidal 
militia and former Zairean 
soldiers. Based in the 
Rwenzori Mountains, it 
stirred into life in 1996 when 
Laurent Kabila's military 
campaign deprived it of safe 
haven in Zaire and cut 
supply lines with Sudan. It 
briefly occupied Bundibugyo 
and has been active in three 
provinces, prompting aid 
agencies to pull out, game 
parks to close and villagers 
to abandon their farms. 

Its main attacks have been 
on Bundibugyo, Kasese, 
Kilembe and In a variety of 
villages In Kabarole 
province. 

Three thousand 
reinforcements have been 
sent to the area and in 
recent months the UPDF, 
which is working in tandem 
with Mr Kabila's army across 
the border, appears to have 
the upper hand. All but 

58.000 internally displaced 
people have returned home. 
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Uganda Investment Authority (UIA) is a one stop centre 
which promotes and facilitates investment offering attractive 
incentives, risk coverage, repatriation of funds and much more. 
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RAILWAY PROJECT • by Michela Wrong 


Tracks across Africa 


A planned $20m 
railway link with 
Johannesburg will 
open up a crucial 
access route 

When torrential rains 
repeatedly severed the Nai- 

robi-Mombasa highway last 
month, trapping trucks from 
east and central Africa in 
25km tailbacks, it was a 
painful reminder of a tacti- 
cal problem that has always 
overshadowed Uganda's 
recovery. 

Because of its landlocked 
position, Uganda has always 
had to rely on Kenya and 
Tanzania's infrastructure 
and administration to get 
goods in and out. Both have 
been known to fail, placing 
Ugandan entrepreneurs at 
the mercy of corrupt port 
authorities, greedy foreign 
trucking companies and hos- 
tile customs officials. Now 
the private sector has come 
up with a rail initiative that 
could open up a crucial 
access route, cutting freight 
costs, slashing transit time 
and giving Uganda closer 
links with the continent’s 
most powerful economy - 
South Africa. 

The $20m project is the 
brainchild of Trans Africa 
Railway Corporation, a Tan- 
zanian-registered company. 
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Comazar - in which South 
Africa’s state-owned rail 
operator Spoomet and Bel- 
gium’s Transerb have a joint 
holding - is the main share- 
holder in Trans Africa. 

The aim is to establish a 
direct rail link between 
Johannesburg and Kampala. 
Instead of being shipped 
from Durban to the notori- 
ously inefficient ports of 


C * -*t 

Mombasa and Dar es Salaam 
and then trucked or routed 
by rail to Uganda, containers 
would be sent along existing 
rail lines, including part of 
the Tazara railway, to 
Kldatu. south-west of Tanza- 
nia's capital. 

There, only 20 metres 
divides the Tanzanian rail 
network from the line run- 
ning south. But because the 


gauges on the two networks 
differ, the lines cannot sim- 
ply be linked. Instead, Trans 
Africa plans to build a tran- 
shipment centre where 
containers can be lifted off 
the southern network by 
crane anri on to Tanzania's 
systera. 

Mark Gordon, a director 
on Trans Africa's board, 
says transit time from South 
Africa to Uganda, which now 
takes a minimum of six 
weeks, should be cut to 20 
days. ‘'We were hoping to 
have cargo moving on the 
route in April but the rains 
have done a lot of damage to 
Tanzania's network and Sep- 
tember is now looking more 
likely," he says. 

For Uganda, a project rem- 
iniscent of Cecil Rhodes’s 
Imagined Cape-to- Cairo rail 
link offers timely new hope. 
Long-touted plans to divert 
Ugandan cargo from Mom- 
basa to the Tanzanian port 
of Tanga have made little 
progress so far, undermined 
by environmental concerns 
over the required construc- 
tion of a rail line running 
across part of the Serengeti 
game park. 

“We see this as a viable Sjg 
alternative route, especially 
as trade between ourselves 
and South Africa increases,” 
says John Nasasira, Ugan- 
da’s transport minis ter, “it 
has our support" In i 






In a cont in e n t whore violence i 


Kampala b refreshingly tfitterant from most African capitals 


TOURISM • by Michela Wrong 

Wildlife 

renaissance 


A nimals are now 
returning to the 
beautiful 
Murchison Falls 
National Park 

At Murchison Falls National 
Park in north-west Uganda 
the ghpiis of staff buildings 
peeping from the long grass 
bear witness to the turmoil 
that devastated a once 
thriving tourism industry. 

They were destroyed by Idi 
Amin's retreating troops, 
who also played their part in 
slaughtering the wildlife, 
helping to reduce to several 
hundreds an elephant 
population that had reached 
UJS00 in 1969. 


Animals and tourists are 
now returning. During the 
boat trip to Murchison Falls, 
where the Victoria Nile 
explodes through a six-metre 
gorge, visitors chug past 
hundreds of hippo with their 
young, scores of crocodiles, 
gr acing bull elep han ts and 
an extraordinarily rich 
variety of birds. 

But there are practical 
reasons why Uganda - 
which draws around 200,000 
visitors a year - is likely to 
remain a select destination 
for years to come. If the 
national parks are 
breathtaking in their beauty, 
they are also located at the 
end of teeth-shattering dirt 
roads. 

While Entebbe airport has 




Murchison Falls National Parle animals are returning PWwnr huhhmui 


been modernised and 
entrepreneurs are 
revamping existing tented 
camps and opening new 
hotels, marketing remains 
primitive. Despite all the 


talk of East African 
co-operation, an effective 
regional strategy which 
would sell the region’s 
attractions to the world is 
still lacking. 


Republic of Uganda 

UGANDA: “THE PEARL OF AFRICA” 

THIS IS THE OPPORTUNE MOMENT FOR 
INTERNATIONAL INVESTMENT 

Today, Uganda is one of the best performing African economies. With the 
liberalisation of its economy, the country’s Private sector is growing steadily, and 
the transformation throughout the various sectors is remarkable and exciting. 

International investors have also been offered opportunities to invest in various 
sectors of the economy which offer potential for remarkable profits. Currently, the 
privatisation exercise is opening up the agricultural and utilities sector with 
investment opportunities in telecommunication, electricity, water and transport. 

Today, the country boasts of a foreign investment portfolio over over 2,000 
registered investors since 1986. This has been a result of the liberalised 
economic environment Indeed Uganda was among the first African countries to 
liberalise the sale of foreign currency. 

The investment package comes with a number a of advantages which include 
access to local financing, untapped skilled labour, expanding local and regional 
markets, availability of raw materials and improved infrastructure. 

Other investment opportunities exist in tourism, mining, banking and insurance 
for a vast market within the Common Market for Eastern and Southern Africa 
(COMESA) region. 

With a GDP growing at an average rate of 8% per annum over the last three 
years, low inflation rate, free capital inflow and outflow, a new securities 
exchange, a well steered and smooth running privatisation programme and 
stable leadership, Uganda has fast become an inspiration for the African 
continent and has emerged as a fast growing market, regaining its title as the 
“The Pearl of Africa". 

For more information contact: 

The Director, 

Privatisation Unit, 

PO Box 10944, Kampala, Uganda. 

Tel: 256-41-250108 Fax:256-41-259997 
Email: perds.co.ug 

www page: http//Uganda.co.ug/perds 


GUIDE TO UGANDA • by Michela Wrong = 

Capital experience 
business travellers 


In Kampala, 
human contacts 
are warm and 
even officialdom 
wears a smile 

A Ugandan newspaper 
recently hi g hli g hted a wor- 
rying new trend in the 
Streets Of Kampala 

Police, it said, had 
received several complaints 
of youths who were sur- 
rounding pedestrians, “hold- 
ing them firmly”, while 
relieving them of their valu- 
ables. *’I was attacked by 
four people who held me 
tightly while one of them 
searched my pockets,” an 
indignant victim com- 
plained. 

The report - positively 
reassuring to travellers 
aware of the far nastier 
ordeals they face on the vio- 
lent streets of Johannesburg 
: and Nairobi - is a measure 
of what makes Kampala so 
refreshingly different from 
most African capitals. 

Despite a burgeoning pop- 
ulation and the arrival of 
previously unheard-of traffic 
jams, the city retains a 
charming ly parochial atmo- 
sphere. Crime levels are low, 
it is possible to walk across 
the tiny centre of the capital 
without being harassed by 
beggars, human contacts are 
warm and even officialdom 
comes with a spontaneous 
smile. 

The Ugandan experience 
begins at Entebbe, pictur- 
esquely located on the 
shores of Lake Victoria. The 
airport, one of the conti- 


nent’s most modern and has- 
sle-free, offers a decent range 
of duty-free goods and a reli- 
able bus service covering the 
45-minute trip into town. 
Alternatively, a taxi ride 
costs $30. 

The real horrors are the 
hotels: they are overpriced, 
inefficient and determined to 
provide 24-hour musical 
entertainment Visitors who 
regard air-conditioning , and. 
international lines in their 
rooms as essential are 
doomed to the expensive 
Sheraton or its cheaper 
but -far less comfortable, 
rivals, the Grand Imperial 
and Nile. 

If visitors, can make do 
with public telephone booths 
in the lobby and simple fans, 
the range expands to Include 
the unpretentious Speke - 
now being renovated - ; 
Shanghai, Fairway, Kabira 
Club and Diplomats a little 
way from the town centre. 

With some hotels charging 
a staggering $7 a minute for 
calls to Europe, a useful 
early purchase is a phone 
card which can be used for 
international and local calls. 
It may also be worth renting 
a mobile phone from CelteL 
Most government offices are 
within walking distance but 
private taxis can be rented 
by the hour or at a daily rate 
of $40*60. 

The restaurant scene is 
becoming more diverse with 
each passing year. Good 
Indian restaurants include 
the Haandi, Chaat House 
and Maharajah, Chinese cui- 
sine is available at Fang- 
Fang and the Shanghai, 
while Crocodiles and 7Coop- 


erRoad, situated in the same 
compound, offer excellent 
continental cooking. 

- Arranging a trip out of 
town can be. frustrating 
because many tour compa- 
nies are not geared, up for 
the local visitor. If you want, 
to cut down travelling time 
by flying to the many air- 
strips scattered across the 
country you may. have to 
organise your own charter. 
Eagle Air are used to dealing 
with small groups. 

Tourist locations, whether 
Mweya Lodge in Queen Eliz- 
abeth Park, the Sarova, 
Lodge and stunning - Nile 
Safari Camp in Murchison 
Falls or Fort Portal’s Ndali 
Lodge, are unforgettable, hut 
the trips are too long to jus- 
tify anything less than an 
extended weekend. If you 
want to visit the mountain 
gorillas in Bwindl - ’ a 
breathtaking experience - it 
is best to book in advance 
because the Uganda Wildlife 
Authority issues only a lim- 
ited number of permits. 

It is worth remembering 
that while credit cards are 
accepted by the top hotels, 
many restaurants and car 
hire firms- Will demand raab. 
Conveniently, US dollars are 
widely accepted. 

The El Nino weather effect 
has exacerbated health risks 
in what is already a risky 
part of the world. Malaria 
prevention should be started 
before arrival and the local 
water should be treated 
warily given a recent out- 
break of cholera. . 

Those wanting to monitor 
Ugandan affairs from home 
can subscribe to the New 


Vision newspaper for $80 a 
year and receive it cm e-mail. 
The address is: nvislon&i- 
mul.com. Their free web 
page . 'is http://www.i- 
muLcom/vision. The address 
. of th& Monitor, the indepen- 
dent .daily . paper is http:// 
~www.afrlcanetgs.com/moni- 
tor/. ■ r - • ; • ■ 

Useful telephone numbers: 
-international code 256 +41 
for. Kampala^ 1 42 for 
Entebbe (Kampala unless 
otherwise indicated). 

Hotels: Kampala - Sheraton 
244590,- -Grand Imperial 
250681, (file 23590Q, Fairway 
259571, Shanghai 250386, 
Speke 259221, Diplomate 
267625, Kabira Club 530647. 
Entebbe - Lake Victoria 
.20644. 

Travel: . British Airways 
257508, Sabena 234202. Air 
France 342907, Kenya Air- 
ways 233068, Uganda Air- 
lines 232990, Alliance 344011. 
Eagle Aviation 042 20601 or 
041 234382 for charters. Phoe- 
nix (credit cards accepted) 
236096 or Belex 268851 for 
tours and car hire. 

Offices: Finance Ministry 
234700, Trade Ministry 
231104, Uganda Privatisation 
Agency 256467, Uganda 
Investment Authority 251562, 
Uganda Manufacturers’ 
Association 220285. Common- 
wealth Development Corpo- 
ration 235784. Development 
Finance Company of Uganda 
256125, Bank of Uganda 
258441. 

Embassies: UK High Com- 
mission 257054, US 259791, 
European Union 233303. 
Banks: Barclays 341329, 
Standard and Chartered 
258211, Stanbic 230852. 


MINING • by Michela Wrong 


Riches may soon be on tap 


The legendary 
Mountains of the 
Moon may soon 
be yielding its 
treasure 

It has been promised and 
postponed so often, few dare 
tempt fate by waxing lyrical 
about the Kilembe mining 
project But if no new last- 
minute hitches materialise, 
Uganda may finally be about 
to tap riches that have lain 
dormant in the legendary 
Mountains of the Moon for 
the past 16 years. 

A presidential tape-cutting 
for what will constitute the 
country’s biggest single for- 
eign investment has been 
provisionally scheduled for 
this month. On November 4 
the first of an estimated 
$400m worth of cobalt will 
start being extracted from 
pyrites stockpiled In the 
Rwenzori foothills. 

The aim is to begin mar- 
keting the cobalt - output of 
which should ideally reach 
1,000 tonnes a year - before 
an expected surge in produc- 
tion from Zambia and Demo- 
cratic Republic of Congo 
undermines the metal's cur- 
rent high world price. 

“Demand is high at the 
moment and supply limited. 


but other companies are 
entering the field and in 
three or four years’ time the 
price could change,” says 
Moses Owor. chairman of 
the state-owned Kilembe 
Mines Ltd. "As long as the 
cobalt price does not fall 
below $15 per pound, the 
project remains viable.” 

The challenge of foreign 
competition is the price 
Uganda is paying for a string 
of hiccups and delays. 

Rehabilitating Kilembe. a 
copper mine that closed din- 
ing the disastrous presi- 
dency of Idi Amin leaving 
behind tempting stockpiles 
of cobalt-rich concentrates, 
ha^ actually been under dis- 
cussion since the early 1980s. 
Hundreds of workers have 
been kept on the payroll, 
pumping water from the 
shafts in the hope of even- 
tual revival. 

But environmental wor- 
ries, problems in raising 
finance and fluctuating 
interest from foreign inves- 
tors have kept development 
hanging in the air for a 
decade and a half. 

A big hurdle was the 
determination of successive 
Ugandan governments not to 
repeat the environmental 
damage dime by the original 
workings, which suit acidic 
run-off pouring into the 


nearby Lake George and 
Queen Elizabeth National 
Park, a World Heritage site. 

The HlQm Kasese cobalt 
extraction plant now under 
construction, a joint ven tu re 
in which Canada's .Banff 
Resources Ltd and the Ugan- 
dan government hold 56 and 
25 per cent stakes respec- 
tively, will use bioleaching, a 
bacterial method which pro- 
duces non-toxic effluent. 
“This will be the first bio- 
leaching of cobalt at a com- 
mercial level in the world,” 
says JMr.Owcir with pride. 

Late last year a further 
obstacle surfaced: the 

escalating campaign being 
waged by. the Allied Demo- 
cratic Forces (ADF), guerril- 
las operating from bases in 
the. Rwenzori. As ADF fight- 
ers raided Kilembe hospital 
and attacked local farms, yet 
another reason to delay the 
project appeared to be 

e r perging. 

Troop reinforcements have 
now been posted to the- area 
and military analysts say 
the ADF is in retreat, 
although guerrilla organisa- 
tions are notoriously diffi- 
cult to root out “The presi- 
dent- has premised-us. hell, 
move hr if we say we are . 
worried," to* Oror. 
"But as of today people, are 
convinced security in -the 


area ^sufficient’* 

For . locals, .who regard 
Kasese as a potential cata- 
lyst for regional growth, 
there is too. much at stake 
for such promises hot to "be 
kept Not only will the proj- 
ect bring in precious foreign 
exchange, -a hydro-electric 
plant being simultaneously 
built will supply the sur- 
rounding area with power, 
while plans to revamp the 
dilapida te d railway r unning 
from Kampala to Kasese 
are sure to receive a 
boost 

Processing the pyrites will 
taka a maximum of 12 years. 
Before that time elapses 
management must decide 
whether cobaltls world price 
justifies tackling the tail- 
ings. a decision that would 
extend the project life 
another four years but 
require a pre-treatment 
plant. 

The harder decision;- to 
close the carefully-main- 
tained, old mine for good - is 
^WtobemadeTfeJ 

Witty study last year indi- 
cated drilling hard rock 

* e economically 
Justified. But Ugandan offi- 
ckto are hound to shy away 
™ Um prospect of laying 

SHf 1 * ofworkenSI 

nisrginal area with a historv 
of rebel activity. . 
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ARTS 
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f all the tefch-' 
niques of print- 
making, mezzo- 
tint is . perhaps 
the - .least 
welMcnowa. The- term is 
familiar egroogh in the 'field 
of lStte and I9flw»itttury Old 
Master prints, but even so. it 
is rather as a medium of 
extensive reproduction^ long 
since superseded, than as a 
creative medium: in its own 
right. 

It is certainly labour-inten- 
sive. The principle is to 
establish a surface to the 
plate that, when inked, will 
print as the deepest and 
most velvety of blacknesses. 
But whereas with aquatint a 
somewhat similar effect may 
be quickly achieved -by bit- 
ing with acid through a dust 
of resin, with mezzotint it is 
all done by hand, patien tly 
working the “rocker”, a tool 
that can have.. 100 teeth to . 
the inch, acrc^ the surface. 
now this way, now. that, 
until the entire plate has > 
been treated.- A. large -one 
will take months. And Only 
then is the image imposed, ‘ 
by burnishing' and scraping 
into that densely ^textured 
surface, working out from 
dark to li g h t . • * ■ 

Craig McPherson is an 
American painter, now 
nearly 50, who first experi- 
mented with mezzotint some 
20 years ago, variously 
exploiting the medium’s dra- 
matic - and atmospheric 
extremes of tone - indeed, in • 
a view . of Tryon Park in ■ 
Manhattan (1978), turning 
dusk Into midday by wiping 
the plate rather more than ' 
less. By the early 1980s his 
prints had fallen in line with 
his essential subject as a 
painter, which is the high 
view across the city. With 
his "Yankee Stadium at 
Night” (1963), a v e rs i on in 
print of a mural painting he 
had made for American 
Express, his name as a print- 
maker was made. It Is a 
remarkable image, with its 
vast black sky and flicker- 
ing, shadowy city, and the 
dome of light above the sta- 
dium itself like a visitation 
from another planet 

Since then print and paint- 
ing have gone hand in hand, 
with McPherson frequently 
working up his trial proofs 
with paint and pastel into a - 
unique state. But where in 
the painting he seems to 
respond to the cold, bleak 
light of day and clearly loves 
the winter, in the print it is 
the moody obscurity of night 
that intrigues him - the 
dingy street, the parking lot 
the pool of light above the 
caff door. Mezzotint is, after 



A small town near Pittsburgh: detail from Braddock’, 1997, a mezzotint by Craig McPherson 


Medium for the night 

William Packer finds urban America portrayed in mezzotint 


and above all, a medium for 
the night. His antecedents 
are many, from Sickert and 
Grimshaw to Hopper and 
Marsh, an artist of the mod- 
em city in the great tradi- 
tion of 20th-century Ameri- 
can Realism. But he is his 
own man, quite distinct 
. In this exhibition, the Fitz- 
william Museum at Cam- 
bridge gives McPherson the 
painter his due, but the 
print-maker the emphasis. 
More to the point, in show- 
ing the prints through the 
several stages of their proof- 
ing, it celebrates the artist in 
his true creative engage- 
ment, And in putting him 
before an English audience 
fcrr the first time, it does us 
all a service. 


Across the city at Kettle’s 
Yard, Andrew Smith, who is 
also nearly 50, is having his 
first solo show. Though he 
trained as a painter, he has 
worked only intermittently, 
and this body of work, made 
over the last four years or 
so, represents something of a 
fresh start 

H e, too, has 
found his sub- 
ject in . the 
interplay of 
light and dark, 
though in his case it tends to 
he a dappled daylight 
playing through a canopy of 
leaves. The earlier paintings 
are more open, but typical in 
that they declare his endur- 
ing formal interest in the 


image of a path winding 
away between banks and 
trees. Through many varia- 
tions, be has lately painted 
little else. 

His method is to work 
from photographic reference, 
sometimes drawing upon 
several sources for the single 
image. What he tends to lose 
by this is the information 
and uncontrived Invention 
that nature supplies. His fig- 
ure-drawing is weak, for 
example; his trees tend 
towards the formulaic, and 
his colour is held wi thin a 
narrow tonal range of green 
and brown. 

But then again, this near 
monochromatic and tonal 
unity gives coherency to the 
composition and an emp ba- 


sis to the soundness of its 
construction. With the 
exception of the weaker and 
more uncertain early paint- 
ings. both space and light 
are on the whole convincing 
within these limitations. 
And the images themselves 
generate a curiously authen- 
tic sense of a real place, that 
has not merely been seen 
but physically experienced. 
We, too. come down that 
very bank, and cross the 
ford, just so. One would not 
wish them so very different, 
but only richer in their 
Immediate detail. The draw- 
ings, which are self-con- 
scious, unexploratory and 
complacent, suggest ironi- 
cally a way forward even as 
they offer the reproach. 


The space is shared by 
Susan Derges, whose photo- 
grams are made by laying 
photosensitive paper under 
running water and then 
exposing it by flash-bulb at 
dead of night It is an inge- 
nious method of achieving 
rather beautiful, if arbitrary 
effects - darkness into light 
again. 

Darkness into Light - mezzo- 
tints by Craig McPherson: 
The Fitzwilllam Museum. 
Trumpington Street, Cam- 
bridge, until March 15. 
Woods & Water - paintings 
and drawings by Andrew 
Smith, photograins by Susan 
Derges: Kettle’s Yard, Castle 
Street, Cambridge, until 
March I. 


T he suspense was intense. 
The jury sat in epic con- 
ference this year, under 
the invigilation - of Ben 
"Gandhi” Kingsley, before finally 
handing the Berlin Golden Bear.to 
a peaceable., pleasing film from 
Brazil Goodbearted critics were 
happy; news-junkies who wanted a 
furore left empty-handed. 

Mentioned in dispatches last 
week, Walter Salles’ Central Sta- 
tion is a road movie cum social 
drama with massive feelgood 
potential. Since Fernanda Montene- 
gro's performance as the old con- 
woman who befriends an orphan 
boy also won Best Actress prize, 
every other Berlin movie was effec- 
tively an also-ran. 

They included the Special Jury 
Prize-winning Wag The Dog, Barry 
Levinson's comedy about a philan- 
dering US president distracting the 
nation with a war (all resem- 
blances to- real life . . .); Nell Jor- 
dan’s The Butcher Boy, which won 
Best Director; and Quentin Taran- 
tino’s overlong Jackie Brown, for 
which Samuel L. Jackson collected 
Best Actor. 


Berlin Film Festival/Nigel Andrews 

Bear hug for road movie 


Elsewhere, this was a festival 
full of mad overlaps and repeti- 
tions, like a piece of Nyman dr 
Glass music. We had three Robert 
lie Niro movies, with the Method 
. marvel playing a White House spin 
doctor (Wag The Dog), an LA gang- 
ster {Jackie Brawny and a modem- 
dress Magwitch ( Great Expectations 
updated to 1990s New York). We 
had two John Grisham thrillers 
from art-and -craft directors, Coppo- 
la's goodish The Rainmaker and 
Altman’s not-so-goodish The Gin- 
gerbread Man.. And we had so 
many graphic movies on gay 
themes in the after-hours “Pan- 
orama” sideshow that evenings 
were spent shuttling between Sad- 
dam on the small screen (dash- 
back news breaks cm our hotel TVs} 
and Sodom on the large. 

Festival-wide, there was strength 
in depth and many films did go 


deep. Two of the best out-of-compe- 
tltion movies were documentaries 
from lesbian directors, though not 
about lesbianism. Donna Deitch’s 
Angel On My Shoulder chronicles 
the last weeks of cancer-suffering 
actress Gwen Welles, famed (albeit 
briefly) for Nashville and Short 
Cuts. Living in neighbouring bun- 
galows, the director and subject 
chat, muse, weep, rage - or rather 
Welles does as Deitch watches - 
and create a diary of dying that is 
seldom grim but somehow touch- 
ing and delicate, at times even self- 
deprecatingly funny. 

The Brandon Teena Story , cor- 
rected by Susan Muska and Greta 
Olafodottir, reconstructs the small- 
town rape and murder of a "hoy" 
who had been exposed as a female- 
to-ma3e transexual. As the makers 
prowl the Nebraska sticks and 
parade fheir full band of interview- 


ees - the criminals, the cops, even 
Brandon's ex-girlfriends - the film 
resembles a Truman Capote mag- 
num opus crossed with a true-life 
TV thriller. If David Lynch hasn’t 
convinced you that middle Amer- 
ica isn't all twee picket fences, here 
is the film to do so. 

I n the Bear-competing sector 
not all the films were of top 
quality, especially in the last 
days. We almost had to be 
nailed to our seats to watch George 
Sluizer's The Commissioner, a 
Brussels-set Euro- thriller about as 
exciting as watching Neil Kinnock 
go 10 rounds with Leon Brittan; or 
two Inept Australian social dra- 
mas, The Boys and The Sound Of 
One Hand Clapping, that encour- 
aged the sound of many feet leav- 
ing; or . . . 

But why litanise? There was 


always tomorrow, which could 
bring good surprises and on the 
last full viewing day did. Japan's 
enthralling Soda, overlooked by 
the Golden Bear jury, won a 
deserved International Critics 
Prize. Director Nobuhiko Obayashi 
takes the same true story that 
inspired Oshima's Empire Of The 
Senses: a geisha girl who killed her 
lover and cut off his penis, alleging 
(in the first action at least) his full 
consent. The cause celebre really 
did become celebrated in Japan, 
flowering Into an archetypal tale of 
mad love. 

Obayashi takes an anti-Oshima 
route. No graphic sex or heavy 
romantic agony. Rather, the treat- 
ment evolves from the farcical to 
the stoical-sacrificial, without our 
ever quite noticing the subtle tone- 
changes. The manic improvisations 
of early scenes - colour alternating 
with monochrome, speeded-up 
motion, even a scene where the 
film appears to stick and jigger in 
the projector - give way to a 
focused, magisterial wonderment 
at love's co-existent extremes of 
kindness and cruelty. 


Music in London 

New piece, and 
a new pianist 


G oing on 70, the 
composer Thea 
Musgrave - Scot- 
tish, but long resi- 
dent in America - is operat- 
ing on full power. Her new 
Phoenix Rising, a BBC com- 
mission, had its premiere by 
Andrew Davis and the BBC 
Symphony in the Royal Fes- 
tival Hall last week, and a 
notably warm reception. 

It was one of those occa- 
sions when an audience 
which has mostly come for 
something else (in this case. 
Dame Felicity Lott in 
Strauss's “Four Last Songs") 
finds itself unexpectedly 
drawn into and delighted by 
a new “modem" piece. Phoe- 
nix Rising has a naive sce- 
nario; "darkness into light”, 
like many another piece 
recently, and here with a 
stagey conflict between 
serene solo horn and an 
angry timpanist who at last 
stalks off the stage, defeated. 
That is trivial; the music is 
not 

Musgrave’s lyrical gift is 
prominent, everywhere 
seductively orchestrated - 
concentrated and enhanced 
by her atonalist stretch long 
ago, when Schoenbergian 
“twelve-note" composition 
was in vogue. Now she fixes 
tonal roots, comforting to 
the general ear, but com- 
poses much as she has 
always done: strong lyrical 
lines that really sing - often 
through some favoured first- 
desker - the score teems 
with orchestral solos, 
besides the horn and tim- 
pani roles; and plangent har- 
monies that betoken a spe- 
cial ear and personality. 

Phoenix Rising is too 
unabashedly romantic to 
count as “modernist", but 
nothing in it sounds second- 


hand. The many episodes it 
traverses, from the opening 
“Dramatic, violent” to the 
final “Floating and lumi- 
nous”. make a cogent 
sequence; attractive and 
rewarding to hear, much 
more than just this once. 

It says something that the 
M us grave piece commanded 
everyone’s full attention, in 
a programme that also 
included an exquisitely deca- 
dent Vaises nobles ec send- 
mentales (Ravel's, of course) 
from Davis and his pliable 
orchestra, and from Dame 
Felicity a radiant, full- 
voiced, long-breathed 
account of the Strauss. 

L ast s umm er’s winner 
of the Van Cliburn 
International Piano 
Competition in 
Texas was Jon Nakamatsu. a 
Japanese- American who also 
won the US National Chopin 
Competition. He appeared 
last week in London at the 
Queen Elizabeth Hall in a 
faultlessly conventional vir- 
tuoso programme: a piano- 
transcription of Franck's 
Prelude, fugue ei variation. 
and old familiars by Brahms, 
Schumann and Chopin. He 
delivered the Franck beauti- 
fully and temperately, with a 
technique as refined as it 
was assured. He delivered 
everything else in exactly 
the same way. 

He is the very model of a 
consensus-interpreter. There 
was no personal line to 
detect in his impeccable pia- 
no-playing. nothing to sur- 
prise, enlighten or vex. We 
really had heard it all before, 
and usually with mare dra- 
matic thrust and bite, if 
more wrong notes. 

David Murray 


Modesty runs 
deep in Minnesota 


A certain modesty is 
becoming in a visit- 
ing orchestra. This 
was the first time I 
had seen an orchestra seated 
on the floor of the Barbican 
stage with no raised plat- 
forms. even for the players 
at the back who were visible 
only by the tops of their 
heads. Strangely, the sound 
seemed neither better nor 
worse. What was gained in a 
cavernous depth of reverber- 
ance was lost in the lack of 
impact suffered by the wind 
and brass hidden at the rear. 

Still, there have been 
other visiting orchestras 
that have fared worse in 
these awkward acoustics 
than the Minnesota Orches- 
tra did last week, when it 
made its UK debut as part of 
the Barbican’s year-long fes- 
tival. Inventing America. 

Under its new music direc- 
tor, the Japanese conductor 
Eiji Oue, what we heard here 
was a very proficient orches- 
tra, with vibrant, confident 
strings that dominated the 
ensemble (how could they do 
otherwise when their com- 
panions were muffled?). For 
Samuel Barber's glossy First 
Symphony from 1936 - not 
often heard, perhaps because 
of its single-movement com- 
pactness - they were well 
suited, strings surging for- 
wards with a brash glamour 
more reminiscent of Holly- 


wood than chillier Min- 
nesota. 

They also brought with 
them a new American piece, 
specially written for this 
tour. Dominick Argento's 
Reverie, Reflections on a 
Hymn Time, was the typical 
occasional piece, which is 
keen to be liked and takes 
care not to get too involved 
in any demanding musical 
argument. Still. Argento 
uses the orchestra sumptu- 
ously and the unveiling of 
the hymn tune by quietly 
humming players on the 
back desks is a novel touch 
- most orchestral players 
leave the singing till the bar 
afterwards. 

T he rest of the pro- 
gramme included a 
thoughtful perfor- 
mance of Mozart's 
Sinfonia Coacertonte tor 
Violin and Viola with 
first-rate soloists Gil Shah am 
and Nobuko Lmaf, sensi- 
tively accompanied by Oue, 
and a characterful, but not 
quite blazing account of Bar- 
tok's Concerto for Orchestra. 
Oue is not so blatant as sim- 
ply to go for the showpiece 
effects favoured by some, 
but a touch more Hungarian 
fire would not have come 
amiss. Maybe the modesty 
runs deep, after all. 

Richard Fairman 
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production conducted by Claucfio 
Abbacfo in a staging by Jonathan 
Miller. Ruggero Raimondi sings 
the title role; Feb 24, 27 

■ BRUSSELS 

OPERA 

La Monnaie 

Tel: 32-2-229 1211 
Duke Bluebeard's Castle: new 
production of Bart ok' s one-act 
opera, conducted by Lothar 
Zagrosek. Staging by Anne 
Teresa de Keersmaeker, who is 
also choreographer of Quatuor 
Nr, 4, which completes the 
programme. The sets for 
Bluebeard are by Gisbert Jakel. 
with costumes by RudI 
Sabounghi; Feb 24, 25, 26, 27, 
28: Mar 1 

■ EDINBURGH 

OPERA 

Edinburgh Festival Theatre 

Tel: 44-131-529 6000 
Scottish Opera: Cos! fan tutte, by 
Mozart New production by 
Stewart Lamg, conducted by 
Nicholas McGegan; Feb 24, 26 

■ FRANKFURT 

CONCERTS 

AtteOper 

Teh 49-69-134 0400 
Christine Schafer, redtal by the 
soprano, accompanied by 
Graham Johnson; Mozart Saaf; ■ 
Marl 

■ HELSINKI 

OPERA 

Finnish National Opera 


Tel: 358-9-4030 221 1 
The- Magic Flute: by Mozart. New 
production by Swedish director 
Etienne Glaser, designed by 
Peter THIberg. Conducted by 
Okko Kamu; Feb 24, 27 

■ LISBON 

OPERA 

100 Days Festival, Expo *98 

• Kirov Opera: Sadko by 
Rimsky -Korsakov, Teatro 
National de Sao Carlos; 

Feb 24 

-• Kirov Opera; Betrothal In a 
Monastery, by Prokofiev; Main 
Auditorium, Centro Cultural de 
Beffm; Feb 25 

■ LONDON 

CONCERTS 
Barbican Hall 

Tel: 44-171-638 8891 . 

London Symphony Orchestra: 
Mstislav Rostropovich conducts 
a programme of works by 
Shostakovich; Feb 26; Mar 1 

Royal Festival Hall 
Teh 44-171-960 4242 

• The Royal Opera: Andrea 
Chenier, by Giordano. Concert 
performance, conducted by v 
Edward Downes. Cast Includes 
Maria Guieghina and Anthony 
Michaeis-Moore; Feb 27 

• Vienna Philharmonic 
Orchestra: conducted by 
Rfccardo Muti in works by 
Beethoven and Mahler, Feb 24 

OPERA 

English National Opera, 

London Coliseum 
Tel: 44-171-632 8300 


• The Elixir of Love: by 
Donizetti. New production, 
directed by Jude Kelly and 
designed by Robert Jones. The 
conductor is Michael Lloyd: Feb 
25, 27 

• The Tales of Hoffman: by 
Offenbach. New production by 
Graham Vick, designed by 
Tobias Hohetsel and conducted 
by Paul Daniel/William Lacey. 
Cast includes John Tomlinson; 
Feb 24. 26 

Shaftesbury Theatre 

Tel: 44-171-379 5399 
The Royal Opera: Glulio Cesare, 
by Handel. Directed by Lindsay 
Posner and conducted by Ivor 
Bolton, with designs by Joanna 
Parker. Cast includes Amanda 
Roocroft and Ann Murray; Feb 
24, 26, 28 


■ LOS ANGELES 

OPERA 

L A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.hopere.org 
The Magic Flute: by Mozart 
Revival conducted by Julius 
Rudel in a staging by Sir Peter 
Hall; Feb 24. 26; Mar 1 


■ MANCHESTER 

CONCERTS 
Bridgewater Hall 

Teh 44-161-907 9000 

• BBC Philharmonic: conducted 
by Sir Charles Mackerras in an 
all-Jan&cek programme including 
his Glagolitic Mass; Feb 28 

• Evgeny Kissin: first of five 
recitals in the UK to be given by 


the pianist; Feb 24 


■ MUNICH 

CONCERTS 
Philharmonic Gasteig 
Tel: 49-89-5481 8181 

• Berlin Symphony Orchestra: 
conducted by Michael 
Schonwandt in works by 
Tchaikovsky and Berlioz. With 
piano soloist Oleg Maisenberg; 
Feb 27 

• Royal Philharmonic Orchestra: 
conducted by Danieie Gatti in 
works by Paganini and Mahler. 
With violin soloist Shlomo Mintz; 
Feb 28 

OPERA 

Bayerische Staatsoper 
7et 49-89-2185 1920 
The Midsummer Marriage: by 
Michael Tippett. Munich 
premiere. Mark Elder conducts a 
production staged by Richard 
Jones, with a cast including 
Alison Hagley and Philip 

Langridge; Feb 25. 28 


■ NEW YORK 
CONCERTS 
Carnegie Hali 

Tel: 1-212-247 
www.cameglehaff.org 

• Sibelius Academy Symphony 
Orchestra: conducted by 
Esa-Pekka Salonen in works by 
Beethoven, Sibelius and 
Stravinsky; Feb 25 

• Vienna Philharmonic 
Orchestra; conducted by 
Rlccardo Muti in an all-Mozart 
programme, including the 
overture to Le nozze di Figaro; 
Feb 27 


OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www. metopera. org 
Samson et Dalila: by 
Saint-Saens. New production by 
Elijah Moshinsky. with designs by 
Richard Hudson; Feb 25, 28 


■ PARIS 
CONCERTS 
Salle Pteyel 

Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Leif Segersrtam in works by 
Segerstam and Sibelius. With 
violin soloist Gidon Kramer Feb 
25, 26 

TWStre des Champs Elys 6es 
Tel: 33-1-4952 5050 
Minnesota Symphony Orchestra: 
conducted by Eiji Ou6 in works 
by Mozart and Tchaikovsky; 

Feb 24 

OPERA 

Opera National de Paris, Op£ra 
Bastille 

Tel: 33-1-4473 1300 
Tristan und Isolde: by Wagner. 
New production conducted by 
James Conlon in a staging by 
Stein Winge, with designs by 
Lennart Mfirk. Cast includes 
Wolfgang Schmidt and Sabine 
Hass; Feb 27 


■ ROME 

OPERA 

Teatro defl' Opera 

Tfif; 39-6-481601 
www.tfiemix.it 


La Favorite: by Donizetti. New 
production by Beni Montresor, 
conducted by Frederic Chasiin; 
Feb 24, 25, 26, 28; Mar 1 


■ SAN 
FRANCISCO 

CONCERTS 
Davies Symphony Hall 

Tel: 1-415-864 6000 
www.sfsymphony. org 
San Francisco Symphony 
Orchestra: conducted by Michael 
Tilson Thomas In Stravinsky's 
The Firebird. Programme also 
includes works by Takemitsu and 
Copland; Feb 25, 26, 27, 28 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 

Monday to Friday, GMT : 

06.30: Moneytine with Lou Dobbs 
13.30: Business Asia 
19-30: World Business Today 
22.00: World Business Today 
Update 

• Busmess/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
1020; 11:20; 11:32; 12:20; 13-.20-, 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports Jive from LJFFE as the 
London market opens. 
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COMMENT & ANALYSIS 



Martin Wolf 


The deflation nightmare 

A downward spiral in prices and output is possible. How should the world's 
richest countries react to the danger? 


L ike swans on a fast- 
flowing stream, the 
finance ministers 

and centra] bankers 
of the Group of Seven indus- 
trial countries gave an 
appearance of calm at their 
weekend meeting in Lon- 
don. Under the surface, 
though, they were all pad- 
dling frantically. The ques- 
tion is whether they were 
doing enough to avoid the 
deflationary waterfall down- 
stream. 

The consensus view of the 
impact of the east Asian cri- 
sis on members of the 
Organisation for Economic 
Co-operation and Develop- 
ment is calm. Goldman 
Sachs, the investment bank, 
suggests that the direct 
impact is to reduce OECD 
gross domestic product by 
0.30.6 per cent this year and 
0.6 per cent to 1 ~ per cent in 
1999. Not that much, and 
easier monetary policy and 
sharp reductions in 
long-term interest rates (see 
chart; should bring the ulti- 
mate outcome towards the 
bottom half of the range. 

Some people have a 
darker view. Writing in the 
FT on January- 15. Robert 
Reich, erstwhile US labour 
secretary, called on policy- 
makers to respond to the 
Asian crisis by abandoning 
their outdated obsession 
with inflation and focus, 
instead, on deflation. 

In February, the Montreal- 
based journal Internationa! 
Rank Credit Analyst articu- 
lated this case more fully. 
Its argument was that: 

• Inflation was already 
very low - at about 2 per 
cent in the world's 25 larg- 
est economies - before the 
Asian crisis began. 

The crisis has tipped the 
world economy into general 
excess supply, at current 
no minal prices and prospec- 
tive demand. 

Central banks, still fear- 
ful of inflation, are unlikely 
to take the actions needed 
to sustain demand. 

Would this imply defla- 
tion? To answer the ques- 
tion. first define the term. 


Deflation is not the same as 
changes in relative prices: 
the long-term decline in 
prices of computer chips is 
not deflation; similarly, fall- 
ing dollar prices of exports 
from crisis-hit economies is 
a terms of trade improve- 
ment for importers, not a 
general deflation. 

The classic definition of 
deflation is a sustained fall 
in the prices of goods and 
services. Japan is the only 
country in which <to judge 
by the bond markets) there 
is a prospect of such a 
thing. But deflation might 
more loosely, be viewed as a 
period of stagnant output, 
rising unemployment and 
flat prices. The decline in 
Lbe real rate of interest as 
measured by UK Index- 
linked gilts, from 3.7 per 
cent last August to 2.6 per 
cent today, suggests this 
scenario is deemed plausi- 
ble. Just as plausible is 
asset price deflation, which 
itself can cause stagnation 
in demand. 

How might the nightmare 
evolve? Assume, for exam- 
ple. that the Japanese 
authorities failed to expand 
domestic demand to coun- 
teract the declining net sur- 
plus with the rest of Asia. 
The result might be negligi- 
ble economic growth, per- 


haps even decline. This 
would bring still lower 
long-term Interest rates and 
a weaker yen. Net Japanese 
exports to countries outside 
Asia would rise sharply. 

adding to the export growth 
coming from the crisis- 
afflicted countries. 

Meanwhile, the European 
Union would proceed, 
untroubled, with the last 
stages of its Maastricht- 
induced fiscal contraction. 
Worse, European central 
bankers, obsessed with their 
credibility in the run-up to 
economic and monetary 
union, would watch calmly 
as the European economy, 
hit by the turnaround in 
trade with Asia, fell back 
into slower growth. 

Where, then, would all 
those Asian exports go? The 
answer is that virtually all 
adjustment in external 
accounts would have to Call 
on the US and. to a lesser 
extent, the UK. The Interna- 
tional Monetary Fund in its 
preliminary assessment of 
the impact of the Asian cri- 
sis. published last Decem- 
ber. forecast a rise in the US 
current account deficit from 
SITSbn (£106.50bn'i in 1997 to 
$230bn in 199S and in that of 
the UK from S2bn to $17bn. 

Ill its February Monthly 
International Review, 


Are these the harbingers of deflation? 
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London-based Lombard 
Street Research argues that 
the shift in the current 
account position of the 
industrial countries could 
be as big as $100bn. Most of 

this would still be in the US 
and UK. Such a shift would 
slow growth; it would also 
exacerbate US protection- 
ism. 

The combination of eco- 
nomic slowdown with 
growth in imports from Asia 
would severely squeeze US 
corporate profits. As the 
International Bank Credit 
Analyst notes: “Double-digit 
earnings expectations can- 
not be maintained even tf 
inflation remains at recent 
levels. An economic slow- 
down will push earnings 
growth even lower." This 
would be bearish for US 
equities, which have been 
boosted to close to all-time 
record valuations, by a 
once-and -far-all reduction in 
real interest rates. 

The US personal sector 
has an exceptionally low 
savings rate, has had nega- 
tive cash flow since 1994 and 
is heavily indebted: in 1996, 
a year of excellent economic 
performance, the number of 
personal bankruptcies 
exceeded one million for the 
first time. If Americans 
were to respond to declining 
share prices by increasing 
savings, the US could be 
tipped into deeper recession, 
with a consequent squeeze 
on corporate cashflow that 
would further exacerbate 
the downturn. The decline 
on Wall Street would trigger 
similar falls in most other 
markets. 

If the nominal prices of 
assets were to register a 
steep fall and economies 
were to slow as well, debt 
deflation would spread 
beyond Japan and east Asia 
In a debt deflation people 
devote income to trying to 
retire excessive debt rather 
than spending. But wbat 
makes sense for individuals 
does not do so for econo- 
mies. In an economy 
gripped by private-sector 
debt deflation activity can 


be sustained only by expan- 
ded fiscal deficits, improved 
external balances, or both. - 

This nightmare of global 
stagnation, accompanied by 
declining equity prices and 
large shifts in trade flows 
causing severe friction, is 
only too plausible. Even If 
there were no general 
decline in prices (strict 
deflation), this loosely 
defined deflation would 
severely damage the politi- 
cal legitimacy of greater 
global economic integration. 

So what can be done? 

First, the G7 must keep an 
trying to halt the Asian 
financial crisis, in the teeth 
of the Indonesian presi- 
dent's efforts to deepen it. 

Second, Japan will have 
to do more to sustain eco- 
nomic activity. Since a large 
increase in its external sur- 
plus would now be intoler- 
able to its trading partners, 
the only source of additional 
demand is the fiscal deficit. 
The Japanese government is 
able to borrow long term at 
an interest rate of L9 per 
cent; and its net public debt 
was only IB per cent of GDP 
in 1997. It is crazy to argue 
that a bigger budget deficit 

is lmsngtainflh Tft 

Third, at a time of large- 
scale external adjustments, 
the EU must not proceed as 
If nothing were happening. 
Rules laid down fn the 
Maastricht treaty are a 
guide, not a s traitjacket. 

Finally, the US govern- 
ment must persuade both 
people and Congress that 
larger current account defi- 
cits are a remedy for infla- 
tionary pressure in an 
economy close to full 
employment 

Is a serious slowdown in 
the world economy inevita- 
ble? No. But the answer is 
“no” only if aggregate 
demand is sustained, even 
against the background of 
Asian adjustment The G7 
has to paddle furiously. If 
the swans are as calm as 
they are trying to look, they 
could epd up on the rocks. 

Martin. Wolf@FT.cam 
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Personal View * Donald Johnston 

The case for MAI 



The Multilateral 
Agreement on 
Investment would 
ensure greater 
liberalisation 

Multinational 
investment is 
< the lifeblood 
Of global com- 
merce. But 
ithe Multilat- 
eral Agreement on Invest- 
ment has recently attracted 
a certain amount of hostil- 
ity. Unions and greens, for 
instance, have claimed that 
the agreement being negoti- 
ated by the Organisation for 
Economic Co-operation and 
Development could drive 
down labour and environ- 
mental standards. An edito- 
rial in the Financial limes 
(February 19) suggested that 
the MAI negotiations may be 
flawed or even unnecessary. 
Let’s take a close look at 
these concents and ask why 
are so many governments 
interested in the MAL ■ • 

For ■ years, international 
investment has made an 
important contribution to 
economic growth. Its signifi- 
cance has increased dramat- 
ically recently, with flows 
amounting . to $340bn 
(£ 2 Q 0 bn) in 1996. The benefits 
are numerous. Host coun- 
tries receive fresh capital, 
technology and knowhow. 
Source countries get access 
to new markets. 

A wider framework is 
essential if these gains are to 
be consolidated and 
increased. Of course, invest- 
ment derisions are taken by 
private companies and are 
market based. But the policy 
environment makes a vital 
difference. Predictable and 
transparent laws and regula- 
tions offer the prospect of 
greater investment flows, 
lower risk premiums and 
higher returns to investors. 
Sustaining investment flows 
calls for determined leader- 
ship from the world's lead- 
ing economies. 

At the moment, rules of 
investment are set by a com- 
plex network of bilateral and 
regional treaties. Important 
as these are, they lack many 
of the disciplines contained 
in the MAL Moreover, their 
coverage is far from com- 


plete, especially among 1 the 
OECD countries, ft Is true 
that governments- are com- 
peting for investment funds 
and the frend in most coun- 
tries is still towards: greater 
.liberalisation. But that does 
not mean there is no point in 
global rules. The Asian crisis 
has brutally.. reminded us 
that we cannot - afford to 
assume that favourable con- 
ditions will continue indefi- 
nitely. ; - - 

Hence the; need for a mul- 
tilateral- treaty. Under- the 
MAL' tiie 29 member coun- 
tries and those non-OECD 
countries that' decide . to 

- adhere to it- will commit 
themselves to a 'comprehen- 
sive set -of rules designed to 
protect and promote internal 
tioual Investments. The aim 

- is to ensure' open markets 
and a sound legal environ- 
ment based oh the principle 
of . . non- discrimination 

between domestic and for- 
eign Investors.. ; Equally 
important,, the MAI wiD pro- 
vide an enfo rceable mecha- 
nism for settling disputes, 
between. states arid between 
investors and states.. 

It should not be s ur p ris ing 
that the negotiations are tak- 
ing place in the OECD- Since 
the m emb er count rl es 
account for 60 per cent of 
global inflows' of 'foreign 
direct investment and 85 per 
cent of outflows they have a 
major stake in. the outcome. 
It will be easier, to reach an 
agreement among the 34 
Muntrfes wi thin’ the OECD 
(including the ; five non- 
member observer countries), 
which can then be extended 
to a wider forum. 

- . Some people have said 
that even if there should be 
an investment agreement, 
and even if it should be the 
OECD that negotiates it, 
there is still a problem. This 
is that the MAI could 
become a fortress of prefer- 
ential agreements for OECD 
members. This concern is 
not warranted. On the con- 
trary, the MAI undesigned as 
a - stand-alone agreement to 
ensure that non-OECD coun- 
tries can participate on an 
equal footing. The precise 
terms of accession will be 
negotiated country by coun- 
try. ensuring thatthe devel- 
opment interests of each 
country are taken Into 


account. Consultations with 
non-OECD countries have 
been held throughout the 
talks. 

As the negotiations 
advance, it is necessary that 
each country's authorities 
scrutinise the emerging 
agreement and that adjust- 
ments are made in the MAI 
to avoid" unintended effects. 
Last week officials met in 
' Paris to refine the details of 
the agreement- They reaf- 
firmed the importance of 
achieving an ambitious 
agreement covering in prin- 
ciple all sectors and eco- 
nomic activities, with high 
standards of liberalisation 
and investor protection. It 
will now be made clear, for 
example, that the' MAI will 
not inhibit the normal regu- 
latory, powers of government 
and that the exercise of 
those powers does' not 
amount to expropriation. 
Similar scrutiny is under 
way to ensure a smooth 
interface with other interna- 
tional agreements. 

That does not mean every- 
thing is signed and sealed. I 
do not underestimate the dif- 
ficulties that Ue ahead. The 
extent. and nature of excep- 
tions now being negotiated 
•" wifl determine the economic 
content of .'the agreement. 
’ Ideas'. are still being refined 
to respond to labour and 
environmental concerns and 
l am convinced that the MAI 
win establish h i gh s tandards 
and prevent manipulation to 
attract . or retain ' Invest- 
ments. The issues raised by 
literal expropriations /and 'by 
conflicting -requirements 
applying to enterprises in 
: different jurisdictions need 
to be resolved. 

.Nevertheless, we should 
not lose sight of the . remark- 
able progress : achieved so 
far. As the draff text reveals, 
negotiators have at hand the 
essential elements of -an 
agreement 

A h^j -quality agreement 
on investment is within 
reach. The MAI deserves the 
active. -support of all who 
share my conviction that 
international trade and 
investment' offer the best 
chalice of. world prosperity 
In the 21st century. 

The author is secretary- 
general of the OECD 
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Good reasons for favourable 
US attitude towards Israel 


From Mr Hmry KnotriL 

Sir. Philip Stephens states 
("The smart solution", Feb- 
ruary 20) that he has yet to 
hear a convincing defence of 
the relatively favourable 
attitude of the US towards 
Jews as opposed to Arabs 
and, at least by inference, its 
favourable attitude towards 
IsraeL Perhaps the following 
comments may be helpful. 

Israel is the only democ- 
racy in the Middle East and 
it is perhaps understandable 
that one democracy feels 
more supportive of another, 
as opposed to autocracies or 
dictatorships. 

From the moment of its 


creation in 1948 Israel has 
been the one reliable and 
steadfast ally of the US 
under all circumstances, 
even to the point of allowing 
Iraqi Scuds to rain down on 
its territories without retali- 
ation during the 1991 Gulf . 
War, in an endeavour to sus- 
tain the allied coalition. 

Had Israel not destroyed 
the Iraqi Osirak nuclear 
reactor in the 1980s, who 
knows what the outcome of 
the Golf War might have 
been and, Indeed; what effect 
that might have had on the 
present situation in the Mid- 
dle East 

Many of those who sur- 


vived the Holocaust are cur- 
rently US dtizens and, 
again, it is perhaps under- 
standable that successive US 
administrations have taken 
into account the heeds of 
Israel the country that has 
given shelter and a safe 
haven,' not only to -the major- 
ity of the survivors, but also 
to Jewish refugees from 
whatever in the 'world they 
have. felt , oppressed or in 
danger.. 

Henr y Knobfl, 

HEK Associates, 

Flats. 

l Hyde Park Street, 

London W2 2JW, UK 


Recoverable 

reserves 

From Mr Peter Catto. 

Sir, You report that Atlan- 
tic Caspian’s "recoverable 
reserves . . . amounted to 
around 160m barrels against 
previous estimates of 39m" 
(“Atlantic Caspian reserves 
up", February li). I hasten 
to correct this. 

The recoverable reserves 
of our Kamenstoye field in 
Kazakhstan are 31,9m bar- 
rels, against the previous 
estimate of some 9m barrels. 
Using a 20 per cent recovery 
factor this equates to 159.5m 
barrels of oil in place against 
the previous estimate of 39m 
barrels. 

Peter Catto. 
chairman, 

Atlantic Caspian Resources, 
58 Brook Street, 

London W1Y 1YB, UK 


A victim of horse trading 


From Mr Anthony Clark. 

Sir, Doubts about the func- 
tioning of the European Cen- 
tral Bank reach far beyond 
the procedures for appoint- 
ing its first president 
(“Superman search". Febru- 
ary 18). The ECB will have 
the task of managing the 
central currency on behalf of 
the oddest bedfellows imag- 
inable. They will have bear 
parachuted in as a result of 
private deals and stitch-ups. 
(Isn't it time we started ask- 
ing questions, hot about Ital- . 
ian membership, but about 
the Belgian candidature? 
Belgium ’a accumulated debt 
is more than twice the requi- . 
site 60 per cent of gross 
national product, and the 
highest In the European 
Union.) . . 

Second, the ECB will have 
to run in tandem with the 
highly political Euro-X com- 


mittee. There win be deep 
conflict here on many 
points: the .setting of the dol- 
lar-euro parity, the handling 
of the socio-economic crises, 
arising from large-scale 
unemployment (which, in - 
turn, has been severely 
aggravated by the operation 
of the Maastricht criteria). • 

. . Third, the effort needed to 
sustain, the whole fabric of ' 
economic and monetary 
union will require constant 
political intervention. This 
union will be “for ever”. The 
ECB will be caught in the. 
middle. Economic and mone- 
tary union was conceived .in 
an act of political horse trad- 
ing. II will only be kept alive 
by similar means. 

Anthony Clark. 

61 Cross Oak Road, • 
Berkhamsted, . 

Herts HP4 3HZ, UK ' 


Dividend more of influence on share price 


From Mr Michael UUmer. 

I refer to your article 
"Australia banks stumble in . 
regional gloom" (February 
17) and the implications of , 
the turmoil in Asian mar- 
kets. With respect to Com- 
monwealth Bank, as noted . 
by Standard & Poors, our 
exposure to the Asian region 
is very modest and our reli- 
ance on earnings therefrom 
is slight Indeed, our recent 


interim results were 
extremely well received by 
the market, reflecting our 
increased market share, 
improved costyincome ratio 
and increased return on 
equity. 

1 write to note that the 
decline in our share price 
following the release of the' 
Standard & Poors report 
coincided with our shares 
going ex the 46 cent interim . 


dividend declared for the 
first halt! suspect this was 
the more significant influ- . 
eoce of the two! 


Michael UUmer, 
group general manager, 
financial and risk 
m a nagem en t, 
ConmouwealthBank of 
Australia, 

GPOBOX2719, 

Sydney NSW41S5* Australia 


Very quick 
to learn 

Prom Dr Judith M. Belam. 

Sir, I was Sony to see that 
Ana-Paula Laissy (Letters, 
February 18) was so badly 
piqued by the cartoon that 
accompanied Della Brad- 
shaw's article "Getting 
women on board" (February 
9). 

Far from belittling the 
potential contribution of 
women, the caption states 
quite clearly that once 
women have cracked the 
central problem of how to 
deal with men in the work- 
place (which will take them 
just one hour), business 
school has nothing more to 
teachthem about how to be 
successful managers. 

Judith M. Belam, 

Higher Pitt, 

Longdown, 

Exeter EX6 7SB, UK 


Circulation 

estimates 

From Mr Yves de 
Guasemartm. 

Mr Serge July and, 

Mr Jean-Marie Colnmhnni 
Sir, In your article 
“French press tunas new 
page" (February 17), David 
Owen cites circulation Eg- 
uresof leading French daib 
newspapers (Le Figaro, Lib 
^ration and Le Monde) that 
are not directly comparable 
The figures reported repr 
sent, for Le Figaro the total 
circulation (national and 
international), for Le Mondi 
the national circulation, an 
for Liberation the hews 
stand sales figures in 
France. 

The latest estimates of th 
1997 daily circulations 
(source: The Editor) of thesi 
three newspapers are: Le 
Figaro 851,600 (national) an 
366,700 (total); Liberation 
161,600 and 170,800; and Le 
Monde 338J5QO and 382^00. 

Yves de Chaisemartin, 

Le Figaro, 

Serge July, . . .. _ 

Wbdration, 

Jean-Marie colombani. ’ 

Le Monde, 

Paris, France - 
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US and British officials were 
rightly cautious yesterday In 
reacting to the agreement with 
Iraq negotiated by the UN. 
secretary -general. The devil is 
bound to be In the detail; and 
Kofi Annan has promised to 
reveal the detail only when he 
gets back to New "York today. 

But Mr Annan has played his 
cards shrewdly. While publicly 
insisting that he went to Bagh- 
dad to negotiate, not to bring an 
ultimatum (so that Iraq was not 
humiliated), it is clear that in 
private he wascareful to get a 
very precise negotiating mart: 
date approved by all five perma- 
nent members of the Security 
Council. And he would not have 
announced the agreement with 
such confidence unless he were 
sure that it falls wi thin the 
terms of that mandate. 

On paper, therefore, it must 
fulfil the essential US and Brit- . 
Ish demand that the inspectors 
of the UN special commission 
(Unscom) be given “unfettered 
access” to sites where they sus- 
pect weapons of mass destruc- 
tion, or the means of producing 
them, may be concealed. - 

That means it will be difficult, 
if not impossible, for the US and 
UK to reject the deal, despite 
their reasonable doubts about 
Saddam Hussein’s sincerity. 
Both Bill Clinton and Tony 
Blair should be grateful to Mr 
Annan for sparing them the 
responsibility for a bombing 
campaign whose objectives they 
were unable to formulate con- 
vincingly, and which seemed 
likely to do them great damage 
with world, perhaps even with 
domestic, opinion. 

Credit due 

Indeed, we should all be grate- 
ful to Mr Annim for reminding 
us what the UN is far. But some 
credit is also due to Mr Clinton 
and Mr Blair for taking the risk. 
As Mr Annan put it yesterday, 
“you can do a lot with diplo- 
macy. but of coarse you can do 
a lot more with diplomacy 
backed up by firmness and 
force". His -soft cop act could 
not have worked without the 
hard cops In London and Wash- 
ington behind him. 

The Clinton administration 
deserves credit for keeping its 


eye an Mr - Skddam's destr u ct iv e 
capabilities, and refusing to let 
Unscom’s worrying report last 
October be swept under the car- 
pet. But its overall management 
of Middle East security has been 
unconvincing, to say the least 
As for the .European Union, in 
the latest crisis it did not even 
attempt to find a common posi- 
tion, perhaps wisely since the 
two most interested members 
had such divergent views. Once 
again it showed that a common i 
foreign policy will not be, 
achieved without closer integra- 
tion of European societies. 

Strategy re- think 
Mr Annan hag g i ven everyone a 
breathing space. He has not 
solved the problem of Saddam 
Hussein, still less the wider 
problems of the Middle East. 
The time gained should be used 
for a careful re-think of strategy 
in the region, preferably by the 
US and Europe together. 

Such a re-think must be bold 
and open-ended if it is to suc- 
ceed. But as far as Iraq is con- 
cerned, the aim must be to draw 
a more -meaningful distinction 
between the regime and the 
people. Up to now both sanc- 
tions and milit ary strikes - the 
main instruments used for “con- 
taining" Mr Saddam - have 
been unpopular and ineffective 
because they appeared to pun- 
ish the victim instead of the 

c riminal 

More broadly, any workable 
Middle East policy must avoid 
appearing to be fixated on one 
oouzztry, and it must take more 
account of the views of those in 
the region wham it Is intended 
to help. That wifi almost cer- 
tainly mean offering carrots as 
well as sticks to Iran, and sticks 
as well as . carrots to IsraeL 
Direct linkage between the 
Arab-Israel issue and other con- 
flicts in the region should be 
resisted, but the US must real- 
ise how much credMlity it loses 
by applying different standards 
to different violators of UN reso- 
lutions or. possessors of weap- 
ons of mass destruction. 

Finally, the problems of the 
region require sustained atten-/ 
tion. When left “on the back 
burner" they have a habit of 
boding over. 


A Budget for 




If Gordon Brown could choose 
his epitaph as UK chancellor, it. 
would be that be created the 
economic stability to underpin 
more than a decade of . Labour 
government. In this time, incen- 
tives would be so changed that 
most of the long-term tinem; 
ployed would be hade in work. 

In his first 10 months, the 
chancellor has tackled the first 
part of this agenda deter- 
minedly. By putting the Bank of 
England in charge of interest 
rates, he diverted, political pres- 
sure away from the Treasury. 
This enabled him to concentrate 
on holding the Une on spending 
and taxes, to good effect. 

He approaches his second 
Budget on March 17 with the 
prospect of a negligible public 
sector borrowing requirement 
in 1998-99 and a small ■ surplus 
thereafter. Some analysis think 
he could cut taxes or raise 
spending by about £3bru with- 
out breaching his “golden rale". 
This says that public deficits 
should be no more than public 
investment oyer an economic 
cycle. 

He should resist such- blan- 
dishments, for three reasons. 
First, UK interest rates are too 
high for manufacturing indus- 
try and may have to rise even 
more if inflation is to be can- 
trolled. A looser fiscal policy 
would only make the Bank's 
task harder. Second, the com- 
prehensive spending review, 
due to be completed this sum- 
mer, will need to make hard 
choices if savings are to match 
extra commitments. This is no 
time for the Treasury to wobble. 

Uncertain projections 

Third, fiscal projections are 
uncertain; any lurch into reces- 
sion could quickly push up bo r- 
rowin g . as happened between 
199i and 1994. This may not be 
the most likely prospect, but.it 
would be better to he cautious. 
On the other hand, the possibil- 
ity of a sharper-tb an -expected 
slowdown argues against any 
further tightening now. _. 

Mr Brown will find a neutral 
Budget easier to deliver than 
the other strand of his plan; a 
wide-ranging reform of the tax 
and benefits system to promote 


jobs. A complete solution to 
.these Intractable problems can- 
not be expected next mouth, but 
the chancellor must show that 
he knows where he is going. 

Minimum wage 

When Labour swept to power 
. last May , tt was encumbered by 
a sheaf of pledges, some of 
which were inconsistent or 
poorly worked out. The mini- 
mum wage, for example, will 
hinder rather than help people 
to obtain jobs, unless it is set 
very low. Then, the lQp starting 
band for income tax wifi, by 
itself, do tittle to help the lowest 
paid, because many benefits are 
cut when after-tax pay rises. 

• BIs plan to move the family 
credit from the benefits to the 
income tax system is fraught 
with difficulties; partly because 
of the interaction with other 
welfare payments such as hous: 
ing benefit. Perverse incentives, 
far example, are created by. the 
the high marginal tax rates 
which people face as such bene- 
fits are withdrawn, higher up 
the income scale. But to flatten 
out the “tapers" would be costly 
and would suck even more 
people into the. benefits net 

Real, help for the lowest paid 
will require . extra money. 
Higher employers’ national 
insurance contributions at the 
top Bid of the scale are the most 
likely bet. If this were used to 
make a gen uine improvement to 
work incentives, a moderate 
increase could be justified. But 
the chancellor must- recognise 
that the economic effect would 
be similar to a rise in income 
raxes, winch his party algured 
before the election. 

A consistent framework of \ 
incentives is also needed for pri- 
vate savings, particularly if ! 
they are to do more to supple- 
ment state pensions. This 
requires, that the proposed Indi- 
vidual Savings Accounts should 
not he too restrictive, and ihat 
changes to capital gains tax 
should not hit tbe.small saver. 

Dozens of committees have 
b een asked to design different 
sections of this jigsaw. Mr. 
Brown will be judged by his 
ability- to show how., the big pic- 
ture starts to fit together;. 


After the Annan deal 

David Gardner examines the implications for Saddam Hussein’s 
amibitions and for US policy throughout the Middle East 

K ofi Annan is the ; 

toast of the Middle 
East. After IS hours 
of talks in Baghdad, 
the United Nations 


K ofi Annan is the 
toast of the Middle 
East. After IS hours 
of talks in Baghdad, 
the United Nations 

secretary -general has secured • ■ ' 

written undertakings from Iraq • ^ .V 

that. UN inspectors would get llV'.. 
unimpeded access to all sites TT :a| 
they suspect might harbour ‘ ^ 

chemical or biological weapons. :* i * .2 

The frill details of the Baghdad J 

agreement- will not be known 
until Mr Annan reports to the 
UN Security Council today. But 
plainly the secretary-general 


“agreed advice" given him by an 
five permanent members of the 
Council including, at the last 
moment, the US. “In my view, 
the terms of this agreement, 
which have been concluded in 
writing, are acceptable and 
remove a major obstacle to the 
full implementation of relevant 
Security Council resolutions," he 
said before leaving Baghdad. 

True, the US. echoed by the 
UK, has not withdrawn its forces 
has reserved any endorsement of 
the deal until it has seen the text. 
But it would seem, nonetheless, 
that a new air war has been 
averted - along with the danger- 
ous, anti-Western backlash this 
would certainly have triggered 
across the Islamic world. 

Assuming the deal holds, then, 
are we back to the status quo 
ante over Iraq? More to the point, 
is that where US and UN policy 
should ret ur n to, both in trying 
to contain Saddam Hussein, and 
in trying to manage the Middle 
East as a whole? 

As things stand, both Iraq and 
the UN can plausibly claim that 
their goals have been achieved. 
The deal commits Iraq to letting 
Unscom - the UN exmimission of 
inspectors charged with disman- 
tling Iraq’s weapons of mass 
destruction - do its work. The 
eight “presidential" sites at the 
centre of the crisis, to which Mr 
Saddam had barred access, will 
probably be inspected by Unscom 
in the company of UN diplomats, 
with the Iraqi dictator's palaces 
given more decorous treatment 
than other buildings in these 
sprawling compounds. 

Crucially, there will be “no 
tim e limits or deadlines" on these 
or other inspections. In announc- 
ing this, Mr Annan had cause for 
satisfaction: he had overcame - 
in three hours of face-to-face 
negotiation . with Mr Saddam 
described as frank and brutal - 
Iraq's previous insistence on an 
end to the audit within 60 days. 

One US official warned yester- 
day that “we’re going to want to 
see if it's 100 per cent [compli- 
ance with UN resolutions! nut 98 
per cent”. Washington had feared 
Mr Saddam would climb down 
enough to make it difficult for 
the US to justify air strikes, but 
not enough to satisfy its security 
concerns. But on the face of it, 
Mr Annan’s package looks 
enough for Bill Clinton, the US 
president to claim - as US offi- 
cials normally do at this juncture 
in crises with Iraq - that Iraq's 
unpredictable leader is “back in. 
his box". The US and UK will 
also be able to say you can force 
through deals only if you your- 
self are wining to use force. 

That is not of course, how it 
will look to Mr Saddam. Ms bru- 
tal grip on power looks as firm as 
ever. His image among the Arab 
masses has been much restored. 
He is seen to have stood up to a 
US which has mismanaged the 
Middle East peace process and 



Clockwise around Kali Annan: Btt Clinton, Richard Butter, Benyamin Netanyahu and Saddam Hussem 


foiled to deliver on its promise of 
an equitable regional settlement, 
through unwillingness to press 
its ally Israel to restore con- 
quered Arab land In exchange for 
peace. Mr Saddam is on some- 
thing of a roll 

In last November’s crisis over 
Unscom, Iraq managed to get 
back on the UN's agenda the 
question of ending the sanctions 
that have been in farce since the 
invasion of Kuwait Recently, the 
Security Council has moved 
towards increasing the value of 
oil Iraq can sell to buy food and 
medicine from $2bn (El.lObn) to 
$S-3bn every six months. 

Now, Mr Saddam can feel that 
he is breaking out of his diplo- 
matic isolation. With the oblique 
exception of Kuwait, all Arab 
countries, along with France. 
Russia and China among the per- 
manent members of the Security 
Council, opposed military action. 
Iraqi officials were given audi- 
ences from Paris to Tehran to 
present their case. And Mr Sad- 
dam himself was able to treat 
with the titular head of the UN, 
which he and other Arab leaders 
regard as a counterbalance to 
American bias towards Israel in 
dealing with the Middle East 

Mr Saddam almost certainly 
sees the Annan deal as a signifi- 
cant step towards getting sanc- 
tions lifted - his major goal of 
the past three years. The 
secretary -general emphasised 
that this would be the outcome of 
compliance on weapons, and said 
yesterday it was important the 
inspections be completed “in a 
reasonable period". 

Has Mr Saddam therefore sacri- 
ficed his other assumed goal - of 
retaining at all costs a residual 
capability in non-con vent! onal 
weapons? That is, on his past 
record, to be doubted. There is no 
reason to assume his regional 
ambition to lead the Arab world 
has dimmed. He spotted his 


opportunity to divide his oppo- 
nents. took full advantage of the 
US's loss of credibility among 
other Arab countries, and has 
managed to focus International 
attention on the suffering caused 
to the Iraqi people by sanctions. 

His calculation appears to be 
that the US will not be able to 
stick to its declared position that 
sanctions should stay until he 
goes, and that in the long run it 
will not be politically possible to 
maintain the embargo on Iraq. 
The US may hold out. But if it 
does, sanctions on Iraq would 
come to have the same effect that 
the largely unworkable unilateral 
US sanctions on Iran now have. 
Even if all Iraq's weapons are 
accounted for, moreover, the 
country’s scientists know how to 
recreate them, and that know- 
ledge cannot be inspected. Given 
the west's past record in supply- 
ing Mr Saddam with dual-use 
machinery, moreover, he may 
well feel confident of being able 
to rearm in future. 

Well before then, however, 
other confrontations with Iraq 
are on the cards. Most immedi- 
ately. there are likely to be 
clashes over whether Richard 
Butler, the Australian diplomat 
heading Unscom, stays in his job. 
Iraq believes he is an instrument 
of US rather than UN policy - 
which could mean no more than 
he is doing his job too well But 
he has had a tendency to stray 
from disarmament into politics. 
Last month he told the New York 
Times Iraq was known to have 
loaded germ weapons with capac- 
ity to “blow away Tel Aviv, or 
wherever". Arab leaders were 
and are furious. As President 
Hosni Mubarak of Egypt, who co- 
ordinated the Arab response to 
the crisis, told the FT last week: 
“his statement made the whole 
[Arab] people believe that attacks 
on Iraq would be [carried out] for 
the sake of Israel". 


There is also ample scope for 
conflict in the new Sa.3bn oil-for- 
food facility now before tbe Secu- 
rity Council. At current (and fall- 
ing) prices Iraq could only export 
around S3.5bn in oil even' six 
months unless it is allowed to 
import machinery to restore its 
oil fields and installations. In 
addition, as currently drafted, the 
facility amounts to UN intrusion 
on a scale that would institution- 
alise sanctions into the future. It 
puts under UN control, for exam- 
ple. long-term plans for Iraq's 
power sector. No country would 
accept this, let alone Iraq. Yet the 
US could well argue that the UN 
needs to know exactly what Iraq 
imports and how it spends its 
enlarged revenue. 

But even were all this managed 
relatively smoothly, the problem 
has ceased to be about dealing 
with Iraq in isolation. In good 
part because of US failure to 
advance Middle East peace, and 
also because Washington has 
mixed up UN sanctions on Iraq 
with its own sanctions on Iran. 
Mr Saddam has emerged from 
the crisis no longer as the 
regional pariah he was. The sta- 
tus quo ante is no longer avail- 
able. To recover credibility in the 
Middle East the US needs to 
develop a more coherent policy 
towards the region as a whole. 

Yesterday's sigh of relief across 
the Arab world was accompanied 
bv the unison demand that the 
US now r put pressure on Israel to 
start honouring its commitments 
to the Palestinians under the 
Oslo accords Washington has 
underwritten. “No doubt the 
stress on the peace process will 
be increased at all levels by all 
means,” said Yassir Arafat, the 
Palestinian leader. If the US will 
not do it, Saudi Arabia suggested, 
the Security Council should 
“embark with the same determi- 
nation and firmness in pushing 
the Middle East peace process". 
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■ . Not for-SEr Wfflt&zn Pnrves, 
the bluff Scot'-who rarely missed 
a bargain; an. em otional farewell . 
PresentingraaBC’sIasrannaal ' 
results before stepptog down in 

May, toe 6& y ear-old chairman 
was his usual brisk and * 
hasinasslike self '. ' Y 
. . “Idcrat feelTveheen. sitting 
on a tonme;so twaa'i be. 
leaving onfi,”WtoMhis Hong 
Kongaudlapee,. 

. • Modesty notwithstanding., 
Purv as really is regarded as a 
titan of thg wnrlrf Kanlrfn g- gairie. 
put, even ts tfre retirement 
^iockticks away^thqTormer 

.golcfier - who overthe years has 
. tupWhls bank fromapowerfiil 
-Asian player into a global 
business - has resisted the 
temptation to go oat with a 
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V ; : Other ratptains of high'flnance ; 
mj^h^vettoo^to 
Career by . squeezing Out every 
• last poundjtrf profit but the 
cautious Purves announced a. 

, host of provisions against Asia's 
economic crisis; HSBC may be 
njost profitable • -■ 

banki^i^ 

profitswere heldj ttst ahortof 

' ; : 

tofichahanan . . 
pjt^ediip haqgains aplenty,’ from 
Midland £apk to last year’s ' . • 
acquisition pfhasketcase Banco 


Bamerindus in Brazil. Having 
steered the Hong 
Kong-bead quartered outfit 
through tbe return to Chinese 
sovereignty, he leaves HSBC 
well placed to manage another 
smooth transition; chief 
executive John Bond, 56, wifi 
take the chair, making way for 
54-year-old Midland Bank boss 
Keith Whitson, another HSBC 
veteran. 

As for Purves, he’s looking 
forward to a weekend off after 
working what seems like a 

' seven-day -a-week routine for 
decades. Out of sight, however, 
will not be out of mind. His 
prudent shadow should loom 

over HSBC expense accounts for 
years to come. * 


Right chemistry 

■ Akzo Nobel was a model of 
decency yesterday as DSM and 
Gist-Brocades, two other Dutch 
chemical companies, announced 
their megs' on the day it 
presented its annual results. 

• Akzo chairman Cees van Lede 
started his press conference in 
Anthem by . congratulating the 
sweethearts, who were at that 
moment unv eiling wedding 
plans to Amsterdam. And to 
/ensure that journalists did not 
feel cut off in. the eastern Dutch 
.city, Akzo not only handed out 
copies of DSWs terms for the 
deal hut provided a tape 
recording of the rival event 


The timing of the takeover 
was, to be fair, not intended as a 
snub. News of tbe deal leaked on 
Friday, and tbe companies could 
not really just go on repeating 
tbeir nebulous initial response 
that they were exploring 
“possible forms of co-operation". 

The Arnhem outfit had reason 
to be cheerful: its profits were up 
23 per cent and it remains 
nearly twice the size of DSM and 
Gist combined: So the 
management didn't have to 
revert to Remeron, the new 
post-Prozac remedy referred to 
by analysts as Akzo's “happy 
pills." 


Selling out 

■ France's Socialist government 
is tying itself in knots trying to 
pretend there are no U-turns on 
privatisation policy. 

Jean-Claude Gayssot, tbe 

flAmmnnlft t transport minis ter 

who is not renowned for his 
advocacy of tbe sale of state 
assets, yesterday backed “an 
opening of the capital" of Air 
Fiance - ultimately of up to 47 
per cent - to employees and 
other investors. It was not, of 
course, a privatisation. 

Ministers conceded that the 
operation would need approval 
by toe stale's, er, privatisation 
commission, but then came up 
with a cunning way round that 
potential embarrassment. 
Economics, finance and Industry 


minister Dominique 
Strauss-Kahn announced that it 
would be renamed the 
commission for participations 
and transfers. Rolls off the 
tongue. 


Chip's choice 

■ Moving to London has meant 
serious sacrifices for Chip 
Kruger, co-head of NatWest 
Bank's debt markets operation 
alongside feUow-American Gary 
Holloway. “Back in Connecticut. 
Gary and I didn't wear socks in 
the summer." he recalls with 
nostalgia. 

Even so. Kruger seems to be 
enjoying playing Mr Casual 
among tbe City of London's 
starched collars. Observer hears 
he's taken to listening to popular 
classics in his office and lets 
staff wear whatever they want 
“within reason”. Unlike one 
employee who explained he'd 
gone back to coat and tie 
because his wife didn’t believe 
he had a job, Kruger and 
Holloway think on open-necked 
shirt, black cardigan and loafers 
are formal enough. 

During last year's options 
crisis, which led to his elevation 
at NatWest, Kruger turned up at 
the bank's grand headquarters 
wearing a flannel shirt. “Let me 
walk you out of here," one of 
NatWest’s butlers offered after 
the meeting, “so they don’t 
arrest you.” 


While this reflects a probably 
impractical view of what the UN 
can do, it is also a coded message 
from a US ally that it is time 
Washington demonstrated its 
good faith in dealing with the 
Arabs. 

Not least among the explana- 
tions far this message is the con- 
sensus among Arab leaders that 
containing Mr Saddam is now 
more than anything else a politi- 
cal problem. Leaders across the 
region believe US action will 
always fall short of removing the 
Iraqi leader or destroying his 
weapons capability; to them, US 
intervention servesmerely to 
increase Mr Saddam's attraction 
to their peoples. 

A first wave of anti-American 
demonstrations and riots broke 
out last week from Istanbul to 
southern Jordan, and would 
doubtless spread were air strikes 
to go ahead, however draconian 
the security to prevent them. 

That first hint of popular rebel- 
lion is likely to see redoubled 
efforts by Arab states to change 
US policy towards the region. 
What they expect, backed by 
Europe and Russia, is a new push 
on the peace process and a policy 
of engagement with Iran, to try 
to encourage the reformists 
around Mohammed Khatami, 
elected president in a landslide 
last year. 

The European Union, institu- 
tionally impotent during the Iraq 
crisis, yesterday showed it is will- 
ing to ignore US attempts to iso- 
late Iran by restoring bilateral 
ministerial contacts with Tehran. 
Arab leaders stress the urgency 
of treating the region as a whole, 
without which, they say, the US 
will play into the hands of the 
Islamists and the Iranian hard- 
liners who inspire them. 

The UN may be flavour of the 
week, but few in tbe Middle East 
believe it can substitute for US 
leadership. 


100 years ago 

New Colombian President 
The Consul-General of tbe 
United States of Colombia has 
communicated the following 
despatch to Reuters Agency. 
The election took place on the 
first Sunday of toe present 
month. Dr. Manuel Antonio 
Sanciamente was elected 
President of the Republic and 
Dr. Jose Manuel Marroguen 
Vice-President. Public peace 
in Colombia is now 
definitively assured, the 
electoral struggle which 
threatened at one time to 
develop into civil war having 
now ended. There is a great 
improvement In business 
generally. 

50 years ago 

Freach/Swiss Dispute 
Basle. Feb 23. The French 
decision to stop imports from 
Switzerland is believed, in the 
absence of official Swiss 
explanation, to be the direct 
result of Switzerland’s refusal 
to grant France a new loan. It 
appears that, despite 
devaluation, France fears an 
adverse trade balance with 
Switzerland in 1948. In 1947 
toe balance was favourable 
for France to the extent of 
Sw.Fcs 150 millions. 
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Japan grants Russia $1.5bn 
loan as relations improve 


By Mlchtyo Nakamoto In 
Tokyo and Chrystia Freeland 
in Moscow 

The Japanese government has 
agreed its first loan to Russia 
not tied to purchases from Jap- 
anese companies. 

The $i-5bn loan - to be made 
over the next two years - is a 
farther sign that the two coun- 
tries are developing warmer 
links despite a lingering terri- 
torial dispute. 

It is one of the largest loans 
to be made by the Export- 
Import Bank of Japan and was 
announced yesterday in 
Moscow by Kelzo Obuchi, 
Japan's foreign minis ter. Much 
of the money is expected to be 


used to build housing for 
decommissioned Russian army 
officers. 

Russia and Japan bave grad- 
ually been rebuilding a rela- 
tionship that has never fully 
recovered from the second 
world war. The two have yet to 
sign a peace treaty to mark the 
end of that conflict - largely 
because of their unresolved 
dispute over the Kurile 
Islands. 

Known as the Northern Ter- 
ritories in Japan, the islands 
were occupied by the Soviet 
Union in 1945. Japan continues 
to press its claim to them and 
the clash has tarnished rela- 
tionships and made Japanese 
economic aid to Russia a politi- 


cally charged issue. The loan 
follows other indications of a 
steady improvement in Japa- 
nese-Russiazt relations follow- 
ing a breakthrough Japan ese- 
Russian summit in the 
Siberian city of Krasnoyarsk 
last November, when Russia's 
president Yeltsin said the two 
countries should work to con- 
clude a peace treaty by 2000. 

At the weekend, Mr Obuchi 
and his Russian counterparts 
signed a landmark agreement 
to allow Japanese fishermen 
access to the waters around 
the disputed islands. 

The two countries also 
agreed that Mr Yeltsin would 
visit Japan from April 11 to 13 
for an informal meeting with 


the Japanese prime minister. 

Other initiatives since the 
summit include a Japanese 
pledge to reconstruct rail net- 
works in Siberia and measures 
to relax conditions under 
which Japan will extend 
export credit to Russian com- 
panies. 

Japan is also supporting 
Russia’s effort to participate 
fully in the Asia Pacific Eco- 
nomic Co-operation forum. 

Japan has already provided 
Russia with export credits 
totalling $l. 2 bn through the 
Ex-hn Ttank to cover exports 
from Japan, and with a £L9bn 
credit Hum through the Minis- 
try of International Trade and 
Industry. 


US insurer claims lawyers and health professionals coached ‘victims’ 

Allstate sues over car crash frauds 


By John Authera in New York 

A group of 45 Los Angeles 
lawyers and medical profes- 
sionals was yesterday accused 
of defrauding the largest 
motor insurer in the US 
through a series of fake car 
accidents. 

The insurer. Illinois-based 
Allstate, yesterday launched a 
$107m lawsuit against the 
group which includes attor- 
neys, health care providers 
and chiropractors, and vowed 
to stamp out fraud with “every 
legal means at our disposal". 

The company alleges that 
the people involved staged 
accidents by driving In front of 
cars insured by Allstate and 
unexpectedly sl amming on the 
brakes. 

The drivers then exagger- 


ated the spinal and neck inju- 
ries which resulted, with the 
help of medical professionals 
who coached the “victims” to 
exhibit convincing symptoms 
of whiplash when claiming 
from the insurer. 

Frank Millar, Allstate's head 
of operations in southern Calif- 
ornia, said: “Unscrupulous 
lawyers and medical profes- 
sionals played an instrumental 
role in this auto insurance 
fraud ring. 

“We are serving notice that 
we will use every' legal means 
at our disposal to put anyone 
out of business, no matter 
what his or her profession, 
who through fraud is hamper- 
ing our ability to deliver the 
lowest rates." 

Allstate, which insures more 
than 20m customers, said It 


had obtained confessions from 
78 former claimants that their 
claims had been bogus, and 
had received a deposition from 
a woman who claimed to have 
participated in 5,000 staged 
motor accidents. 

The lawsuit is part of a 
growing trend in the industry 
to tighten its defences against 
fraud. Figures on the overall 
scale of the problem are diffi- 
cult to pin down. However, the 
New York-based Insurance 
Services Organisation suggests 
that the broad estimate of 
$20bn per year in fraudulent 
claims for all property and 
casualty' insurance, excluding 
life and health policies, is rea- 
sonably accurate. 

It cites figures from Con- 
ning, a Connecticut-based bro- 
ker specialising in insurance. 


which estimated the total cost 
of fraud in 1991 at S8.5bn for 
auto liability insurance, and 
S2.7bn for auto physical dam- 
age pay-outs. 

Workers’ compensation, 
with $5.7bn in fraudulent 
claims, was the other nm> of 
business seriously affected. 

This is Allstate's second sig- 
nificant attack on a suspected 
insurance fraud ring. In June 
last year it filed civil actions 
against more than 700 people 
in New Jersey suspected of 
taking part in more than 860 
staged accidents. It claimed 
New Jersey's Insurance regula- 
tions, which Involve hi gh lev- 
els of mandatory coverage and 
have become a big political 
issue in the state, had "the 
unintended consequence of 
encouraging fraud". 


Chile shores up currency as 
trade deficit widens to $453m 


By Imogen Mark in Santiago 
and Stephen Fkiier in London 

Chile’s central bank stepped in 
yesterday to shore up the 
country's currency following 
the publication of figures 
showing a sharp widening of 
it’s trade deficit at the begin- 
ning of the year. 

The unexpected size of the 
deficit - in an economy long 
regarded as a model for others 
- reflected a collapse in export 
earnings because of the Asia 
crisis and a boom in imports of 
consumer goods. 

The central bank reported a 
deficit of S453m in January, 
compared to a surplus of SS2m 
in the same mouth last year. 
Exports dropped to $l-23bn - 
down 19 per cent on January 
1997 - and imports totalled 
$L68bn. up 17 per cent 

The deficit for the whole of 
1997 was a little more than 
Slbn. 

Imports of consumer goods 


rose 41 per cent, reflecting the 
strong growth in domestic 
demand in the second half of 
last year. 

Last month, the central 
bank hoisted interest rates by 
2 percentage points, in an 
attempt to curb the spending 
boom. But critics say the bank 
prematurely lowered rates dur- 
ing the third quarter, allowing 
the economy to grow too 
strongly. 

Carlos Massad. the central 
bank governor, said in London 
yesterday that last year’s mod- 
est cuts in rates could not 
alone explain the 10 per cent 
growth in demand last year. 

He said Chile's current 
account deficit - the balance 
of trade In goods and services 
added to remittances abroad of 
interest and dividends - would 
equal or exceed 5 per cent of 
gross domestic product this 
year. 

This was too high to be sus- 
tainable for a long period. But 


it was manageable given large 
foreign currency reserves of 20 
per cent of GDP and Chile's 
small volume of short-term 
debt 

The drop in export earnings 
was a result of external fac- 
tors: Chile’s exports are 
largely raw materials like cop- 
per and wood pulp, which have 
been hit by the foil in commod- 
ity prices since mid-1997. 
partly due to the Asian crisis. 

In the case of copper, prices 
were down 30 per cent on the 
previous January, and total 
copper export revenues had 
fallen 21 per cent. Forest prod- 
ucts. another major export sec- 
tor. are also heavily dependent 
on Asian markets. 

Another factor affecting Jan- 
uary figures was unusually 
low fruit exports. 

The central bank interven- 
tion succeeded in moderating 
the fall of the peso, but it 
remained below Friday's clos- 
ing levels. 


Up to 47% 
on offer In 
Air France 

Continued from Page I 


previous loans, and other 
Investors and employees can 
convert financial instruments 
already issued into shares. 
That will cut state control to a 
minimum of 53 per cent. 

The proposals are to be 
incorporated into broader leg- 
islation on economic affairs to 
be debated by parliament in 
May, which could lead to a 
sell-off before the autumn. 

Mr Gayssot said that Air 
France would report a profit 
of FFrL7bn for 1997, and that 
over the next five years it 
would invest FFr40bn in 
new aircraft and on other pro- 
jects. 

The Investment banks Laz- 
ard and Soci6t6 Generate are 
acting as advisers to Air 
France on the sell-off, and 
Morgan Stanley and Banqne 
Indosuez for the French gov- 
ernment 


FT WEATHER GUIDE 


Europe today 

Spain, Portugal and Greece will be 
mainly sunny, but the central 
Mediterranean will be cool and 
showery. North-west Europe will be 
largely dry with some sunshine 
developing, although north-east 
France, the Low Countries and 
western Germany may stay cloudy 
with local drizzle possible. From 
eastern Germany to Hungary, it will 
be cloudy with a weak front bringing 
some patchy light rain, but the 
Balkans will stay largely dry and 
bright. Meanwhile northern and 
eastern Scandinavia wiH be cold with 
snow showers, but Denmark and 
southern parts of Norway and 
Sweden will be mild with the west 
having light rain. 

Five-day forecast 

High pressure will keep western 
Europe mostly dry and mild lor a 
while but it is going to turn colder by 
the weekend. Central and eastern 
Europe will have a good deal of fine, 
mild weather, but Scandinavia will 
stay unsettled with the south having 
lower temperatures from Friday. 

TODAY’S TEMPERATURES 



Situation at midday. Temperatures maximum tor day. Forecasts by PA WeatherCentra 



MaximunV 

Belfast 

Cloudy 12 

Cmcago 

Fair *5 


Celsius/ 

Belgrade 

Fair 15 

Cologne 

Ram 1£ 

Abu Dhabi 

Sun 24 

Benin 

Ram 11 

Dakar 

Sun 33 

Accra 

Sun 31 

Bermuda 

Thunder 23 

Dallas 

Fair 23 

Algiers 

Thunder 1? 

Bogota 

Thunder 20 

Delhi 

Fair 22 

Amsterdam 

Fair 12 

Bombay 

Sun 30 

Dubai 

Sun 27 

Athens 

Sun 16 

Brussels 

Cloudy 11 

Dub bn 

Fair 12 

Atlanta 

Sun 19 

Budapest 

Fair 10 

Dubrovnik 

Shcwer 18 

B. Aires 

Far 27 

C-hagen 

Drizzle 8 

Edinburgh 

Fair 14 

B.ham 

Fair 13 

Cain 

Fair 20 

Faro 

Sun :g 

Bangkok 

Sun 35 

Caracas 

Sun 29 

Frankfurt 

Dr=l 11 

Barcelona 

Sun 17 

Cardiff 

Fair 12 

Geneva 

Fair 10 

Bailing 

Fair 8 

Casablanca 

Cloudy 20 

Gibraltar 

Sun 17 


We wrvh you o pleasant flight. 


Lufthansa 



Glasgow 

Draa i2 

Manila 

Fair 32 

Hamburg 

Ram 11 

Melbourne 

Sun 31 

Helsinki 

Snow 0 

Mexico City 

Sun 28 

Heng Kcrtg 

Fair 17 

Miami 

Sun 24 

Honolulu 

Fair 27- 

Milan 

Fair 16 

Istanbul 

Sun 15 

Montreal 

Sleet 2 

Jakaca 

Thunder 31 

Moscow 

Cloudy 2 

Jersey 

Cloudy 13 

Munich 

Shower 9 

JohamestHjrg Sun 24 

Nairobi 

F» 28 

Karachi 

Far ST 

Naples 

Shower 16 

Kuwait 

Fair 20 

Nassau 

Sun 25 

L Angakss 

Fair 16 

New York 

Ram 5 

Las Palmas 

Fair 28 

Nice 

Fair 17 

Lima 

Sun 3i 

Nicosia 

Sun 20 

Lisbon 

Sun 77 

Oslo 

Fair 6 

London 

Fair 14 

Pans 

Fair 12 

Luxjjourg 

DrzzJ 8 

Perth 

Sun 30 

Lyon 

Fair 10 

Prague 

Drzzl 10 

Madeira 

Fair 21 

Rangoon 

Fair 34 

Madrid 

Fair 16 

Reykjavik 

Ram 7 

Ma/crca 

Oral 16 

Rio 

Thunder 32 

Malta 

Fear 15 

Rome 

Shower 14 

Manchester 

Coudy 13 

S. Fraco 

Fair 14 


Seoul 

Singapore 

Stockholm 

Strasbourg 

SydMy 

Tangier 

TelAvh 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

Woffington 

Winnipeg 

Zurich 


Fair to 
Thunder 33 

Fair 4 
Cloudy 10 
Sun 27 
Fair 16 
Fair 19 
Shower 6 
Rain 2 
Ram 9 
Fair 15 
Fair 9 
Ram 8 
Cloudy 9 
Shower 17 
Cloudy 1 
Fair 9 
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HK, OK 


Is it safe for Investors to return to 
HSBC? Some already have, though 
this year's 33 per cent bounce is as 
much a general play on Hong Kong 
as a specific punt on the ba nking 
group. Moreover, it is still 25 per 
cent off last summer's peaks. Yes- 
terday's results did no thin g to con- 
firm the doorasters' view that Asia 
will produce a bottomless pit of bad 
debts. But they did not entirely dis- 
pel doubts either. 

With £120bn (J200bn) of Asian 
assets, a £175m special general pro- 
vision looks modest. The concern is 
that the worst lies ahead. There are 
no prizes, of course, for being 
proven recklessly optimistic. But 
the bank would also have been 
mindful how a really bad number 
might have scared off the Hong 
Kong market. The truth, of course, . 
is that there can be no certainty - 
even the fondest models are at a 
loss when dealing with the unprece- 
dented. If there is comfort to be 
had, it comes from the fact that 
HSBC's business in Asia other than 
Hong Kong is pretty small - not 
something it would previously have 
boasted about. 

Still, it requires considerable pes- 
simism to be other than positive 
over the medium term. Asia will be 
difficult for some years, but the 
chances of building the business 
both organically and by acquisition 
are much better than a year ago. 
Meanwhile, HSBC has a powerf u l 
engine for growth in T-aHn America, 
while Midland is p erfor ming well in 
the UK. On a multiple of only 14 
times 1998 earnings, a 20 per cent 
discount to the market, it offers . 
compelling value. 

Air France 

The French government is becom- 
ing adept at continuing with its 
right-wing predecessor’s privatisa- 
tion programme without infuriating 
its communist partners. The tech- 
nique is to come up with a small 
headline number - 20 per cent in 
this casa — for the amount to be 
sold to outsiders, reserve a tranche 
for employees and hang on to con- 
trol But balancing political consid- 
erations with Air France's business 
interests is a tricky act Take the 
last stipulation, keeping a majority 
stake. This limits the group's 
attractions to outside investors 
because of worries about political 
interference. 

Such tight control over the share 
sale also leaves little save for fund- 
raising far the group: a FFrLSbn 
($250m) convertible bond is the one 


FTSE Eurotop 300 index: 
1101.0 (-1.3) 
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- is well below- the peak price of 
nearly- FI 80. -But the reason for the 
• wanting - pentefllin prices were hit 
by extra Aslan capacity - is 
reminder that, fine chemicals are 
pffaasrataiNe.ttt^ not tmmirne from the vagaries of 

Qje market: At just over 14 times 
1997 operating profits, the deal te ft 
line with several other of this year’s 
deals - none' rf them cheap. This 
one has the virtue of dear scope for 
improving operating . margins from 
. &5 per cant of the Fl ?.2hn sales. 

But whether DSM will have a free 
. hand- In shaking: up Gist-Brocades is 
questionable aa-lt is keeping senior 
incumbents on boards If DSM's 
management copes well with the 
new challenges, the' Fl_50m of syner- 
gies should prove - conservative, vin- 
dicating the deal 
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gesture here. At present this seems 
of little importance. Air France, the 
infamous recipient of FFi20bn state 
aid in the past, has been restored 
financially. In the first half of 
1997-98, it. trebled net profits to 
FFrLSbn on FFrSibn sales. Further 
improvements are forecast The fly 
in the ointment is that the architect 
of the. tumround, Christian Blanc, 
quit over the restricted flotation.. 
His successor, Jean-Cyril Spinetta, 
will need to prove both Chat the 
profit momentum can be main-, 
tained and that politics does not put 
off potential partners. Progress an 
the former should be helped by 
securely linking employees’ share 
entitlemen ts to pay curbs. Reassur- 
ance on the latter scare could come 
through the participation of partner 
airlines In the flotation. 

DSM 

DSM’s acquisition of Gist-Bro- 
cades, is the latest move within a 
European chemicals sector deter- 
mined to move up the food chain 
from commodities to fine chemicals. 
The deal between the two Dutch 
groups certainly reduces' DSM’s 
dependence onfadustrlal chemicals, 
from nearly half its sales, to 40 per 
cent The,. market is looking ahead 
to a cyclical downturn in part of the 
business, which has held back 
DSM’s shares. As a counterweight, 
the company has trebled fine chem- 
icals sales over the past three years. 
This acquisition will more /than 
double that segment’s contribution 
to Pl'3-7bn ($L8tm), 25 per cent of 
the combined grotto’s turnover. - 
. The bid looks weH timed. Gist- 
Brocades’ shares were itnnrfcgd by a. 
profit warning in August and the 
offer, worth just over FI 66 a share. 


Mexican telecoms 

One year on from deregulation, 
Mexico's telecommunications mar- 
ket is in a mess. There Is little sign 
of the vigorous competition and 
bountiful investment an open mar- 
ket was supposed to bring. The two 
IpmHng on fra Tit s MCI and 

AT&T of the US - are complaining 
bitterly about being overcharged by 
Telmex. the former monopoly tele- 
phone company- -MOV local joint 
venture has frozen $900m of further 
investment fn protest. 

The US operators have half a 
case. The foes theyhave to pay Tel- 
mex to route their long-distance 
calls through. Its local lines are 
exorbitant by world standards. 
Inducting a special surcharge, they 
pay around 23 US cents a call, 
against a Connection cost of per- 
haps half a cent But 'these fees 
were set this high to help Telmex 
finance expansion of its local net- 
work. And they were agreed in 
April 1996, so MCI and AT&T can 
hardly rfafm ignorance. The reason 
they are protesting louffly now is 
that they have won less market 
share and tost more money than 
expected. 

Even so, their r investment is too 
badly needed; for the Mexican gov- 
ernment to ignore. And Telmex will 
have to give ground if it wants 
them to stop blocking its entry into 
the* US.. A rate renegotiation is 
therefore likely. Cutting rates now 
to the level planned for 2000 could 
cost Telmex almost $500m - just 7 
per cent of last year's revenues but, 
given the fat margins pm such fees, 
for more of its profits. 

Additional Lex comment 
on UK housing, Page 25 
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INSIDE 


warning bells 
on Wall Street 

Wan Street has barely waited for the US 
reporting season; to end before powering to new 
heights. The feeling is that most big US compa- 
nies met earnings expectations in the final quar- 
ter of 1997, and that international' financial tur- 
moil is having only a temperate effect But 
companies' forward-looking statements and 
assessments of how the recent turmoil might 
affect t hem have led to significant downgrading 
of future earnings forecasts. Page 21 

ScMi.. ..sharaMMar value . 

" It looks as if the City of 
London is takizig seri- 
ously the commitment 
to shareholder value of 
the hew Cadbury 
Schweppes manage- 
ment teamu after the ' 
announcement that the 
UK confectionery and ' 
soft drinks group is. to 
establish a joint ven- 
ture to tally two Mid- 
west battlers. In John 
Sunderland, chief executive (left), the group has 
a true believer in value teflrtepmtewt! Page 26 

Doing up tha dairy bi East Qarmany 

Matties Booster is proud of his minting parlour. 
It might not seen, much to those accustomed to 
the large, gleaming dairies, seen in other parts of 
the European Union. But, says Mr Beuster,- 
when he first cam e to the faim-he managya in . 
the former east German stale of Brandenburg,- ’ 
the cow sheds “looked like a 16th century - 
painting". Page 80 

SBvTprlc— upw ct ed to rtny buoyant 

A resurgence In investment interest, combined 
with continued strong levels of industrial can- ' 
sumption, will keep silver juices buoyant . 
through the rest of 1998. according to the latest 
annual silver market survey by CPM Group, a 
New York-based consultancy and research 
company. Page 30 

Danas unfaud bp pod surprise 

Denmark's torpid stock market took in its stride 
last week’s surprise call by Mr Paul Nyrup Ras- 
mussen. the prime minister, for an election.on /■ 
March 11. Investors, who have seen the leading 
share index rise by a measly 3 per cent this : 

year, have their eyes on other events. Page 40 
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lnvestcorp outbids Quebecor 

oy Virginia MaraH Group offers $418m cash for UK printer 



By Virginia Marsh 

lnvestcorp, the Bahrain-based 
Investment group, yesterday 
unveiled plans to create the 
UK’s largest Independent com- 
mercial printing group and 
said tt might make other 
acquisitions in the sector in 
continental Europe. ■ 

The group - best known for 
its investments in luxury 
goods companies such as 
•■Gucci.-- announced 'a 'recom- 
mended £250m CM17-5m) cash 
offer, at 34Sp a share; for Wat- 
moughs, for .outbidding Quebe- 
cor of Canada which has made 
a hostile offer- for the UK 
printer. lnvestcorp also said it 
was buying, for ah undisclosed 
sum, Watmough’s larger rival 


British Printing Company, a 
private company once owned 
by the late Robert Maxwell. Its 
offer is thought to value BPC. 
which is believed to have sub- 
stantial debts, at £280m-£300m. 

Together the two companies, 
with combined annual sales of 
about £560m, have about 20 per 
cent of the UK’s colour com- 
mercial printing market. 

“The European printing 
market is highly fragmented 
and we believe this group can 
be a very viable force in that 
market," said Richard Warner, 
a member of Investcorp’s man- 
agement committee. “The two 
companies fit together very 


well and we believe they have 
strong growth prospects." 

Analysts said the move was 
a challenge to Quebecor, one 
of North America's largest 
commercial printers, which is 
also seeking to expand in 
Europe. 

Yesterday's announcements 
were made within an hour of 
Quebecor receiving approval 
from UK regulators for its 
£188m offer, at 257p a share, 
for Watmoughs. Analysts said 
that, although Quebecer’s offer 
was not referred to the Monop- 
olies and Mergers Commission, 
the UK competition authority, 
the lnvestcorp offers probably 


would be. The combined group 
would control more than 90 
per cent of UK gravure capac- 
ity', used for long runs of qual- 
ity printing. 

Typically. lnvestcorp - 
which is bidding for Wat- 
moughs through its Webinvest 
subsidiary - restructures the 
companies it buys and then 
floats them in two to five 
years. Mr Warner said this was 
a possible route for Wat- 
moughs and BPC but added 
lnvestcorp sometimes held 
investments for much longer. 

The combined companies 
would be headed by Tony Rud- 
ston, the BPC chief executive. 


who has a reputation for cost- 
cutting. lnvestcorp* which is 
being advised by Lazards, said 
that although cost-cutting was 
not tbe rationale for the deal, 
there was scope for savings. 

BPC. which has tried to float 
on more one occasion in 
recent years, made operating 
profits of £24. 5m on sales of 
£220.3m last year. 

Watmoughs announced that 
according to management 
accounts it made pre-tax prof- 
its of £21.6m (£23. 6m) on turn- 
over of £2 12.4m (£221 mj last 
year, some 13 per cent ahead of 
average market expectations. 
The shares rose 26‘ip to 345p, 
up from l97Vip before Quebe- 
cor announced its offer last 
December. 


group prepares defence against uncertainty in Asia 


HSBC increases bad 
debt provisions to $lbn 
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Group chairman William Purves on Hong Kong yesterday 


By George Graham, 

Banking Editor 

HSBC Holdings. the 
international banking con- 
glomerate whose interests 
range from Midland Bank in 
the UK to HongkongBank in 
China, increased its bad debt 
provisions last year by 55 per 
cent to £617m (flbn), including 
a £175m special charge to 
cover the group against the 
uncertainty in its core Asian 
markets. 

Sir William Purves, group 
chairman, said the economic 
difficulties in Asia had led to 
“a deterioration in credit qual- 
ity, the full impact of which is 
only beginning to emerge". 

In his last set of results 
before he retires in April after 
44 sears with HnngknngRanlc, 
Sir William reported pretax 
profits of £437bn In 1997, up 10 
per cent 

During his 12 years as chair- 
man. the group has expanded 
dramatically from its original 
base in Hong Kong. 

HSBC spread into the UK 
with the takeover of Midland 
in 1992 and into North Amer- 
ica and Canada with the 
acquisitions of Marine Midland 
and Bank of British Columbia. 

- Last year the group spent 
*2bn buying stakes in banks in 


B razil, Mexico and Argentina. 

The UK and the Americas 
contributed £2J28bn to pretax 
profits last year, half of 
HSBCs total, offsetting much 
slower growth in Hong Kong 
and a 46 per cent drop to 
£354m In profits from the rest 
of the Asia-Pacific region. 

John Bond, chief executive, 
said HSBC would start to 
report its profits in US dollars 
next year. The bank will 
declare its dividend in dollars, 
although shareholders will be 
able to receive it in sterling, 
Hong Kong dollars or scrip. 

Most of HSBC’s business is 
conducted in the dollar or in 
currencies linked to It, such as 
the Hong Kong dollar. Stan- 
dard Chartered, another UK 
bank with most of its activities 
in the Far East, is also con- 
sidering a move to dollar 
accounts. 

HSBC made £326m net new 
specific provisions on non- 
performing loans, up only 
slightly from £320m in 1996, 
but this masked a decline in 
provisions for the UK and 
sharp rises for Hong Kong and 
the rest of Asia. 

Ordinary general provisions 
also rose by 71 per cent to 
£216m to cover the increase in 
customer lending, with the 
£175m special provision added 


to reserves as a precautionary 
measure. 

Mr Bond, who will take over 
as chairman from Sir William 
later this year, said the group's 
exposure to Indonesia, Thai- 
land and South Korea - the 
three countries with IMF eco- 
nomic rescue packages - 
totalled £5.3bn, £1.4bn of it in 
local currency loans. 

He said the group would 
look at acquisitions that fitted 
its strategy, but in most cases 
the prices being asked for 
financial companies offered 
little prospect of matching 
HSBC's current return on 
equity of 21 per cent 

While HSBC’s results and 
loan loss provisions yesterday 
were generally in line with 
forecasts, analysts remained 
sharply divided over the 
group’s outlook. 

Some noted Sir William’s 
caution over the deterioration 
In credit quality and pre- 
dicted a sharp rise in 1998 
provisions. 

HSBC’s share price oscil- 
lated yesterday, with the ster- 
ling shares trading as high as 
1830p but closing Sp higher on 
the day at I775p. 

Observer. Page 17 
Lex, Page 18 
Asia crisis, Page 22 


Brussels concerned over Reed-Wolters merger 
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By Emma Tucker in Brussels 
and John Qapper in London - 

European Commission 
anti-trust regulators have 
identified a range of competi- 
tion problems in their initial' 
investigation into the planned 
£20bn ($83bn) publishing 
merger between Reed Elsevier 
and Wolters Klnwer. - 
Their main concerns over, 
the merger, which would cre- 
ate one of the world’s largest 
media groups, are over the 
dominant positions the com- 
pany would have in aspects of 
professional publishing - 


notably law, medicine and sci- 
ence. 

The commission, which has 
until the end of April to finish 
its inquiry, is concerned about 
their plans to develop thetr 
on-line database bustness. It 
believes there is a risk they 
could gain a decisive advan- 
tage in a new market. 

- The companies could be 
forced to divest some overlap- 
ping businesses and the objec- 
tions could also limit the 
expansion of Reed Elsevier's 
Lexis Nexis online database. 
As Brussels prepares to send 
out a detailed statement of 


objections to the companies, 
people within the commission 
said the merger would have 
the most marked impact in the 
UK, France, Italy and the 
Netherlands. 

They said the commission 
was examining overlaps 
between the activities of tbe 
companies in the areas of 
worldwide academic publish- 
ing, plus national legal, busi- 
ness, accountancy, tax and 
educational publishing. 

Once they have received the 
statement of objections, they 
are expected to suggest 
changes to the deal to win reg- 


ulatory clearance. If they fail 
to do so, the merger could be 
blocked, although this is rare. 

The deal is also being exam- 
ined by competition authori- 
ties in the US. The merger 
raises widespread issues 
because of tbe strength of tbe 
groups in US specialist 
publishing. 

One of the biggest problems 
confronting the commission 
has been deciding bow to 
define affected markets. Brus- 
sels is understood to favour a 
broad definition of markets 
such as tax. agriculture and 
medicine, which could poten- 


tially cause difficulties for the 
merger. It also has to assess 
whether the markets are 
national or international. 

The companies declined to 
comment on tbe investigation. 
One concern they may have if 
the commission seeks to 
impose large safeguards 
would be that the benefits to 
shareholders could be diluted. 

Reed Elsevier, the operating 
company of Reed Interna- 
tional of the UK and Elsevier 
of the Netherlands, has just 
divested its IPC consumer 
magazines division to concen- 
trate on specialist publishing. 


UK’s Coda 
to be part 
of Baan 
software 
group 

By Paul Taylor 

Baan, the Netherlands-based 
business management soft- 
ware group, is to acquire Coda 
Group, the UK-based account- 
ing and financial software 
group, in a £52. 9m (S87m; deal 
that reflects further consolida- 
tion in the international busi- 
ness software market 

The agreed all -paper deal 
represents an important acqui- 
sition for Baan, a leading 
player in the market for Enter- 
prise Resource Pl annin g (ERP) 
software used by companies to 
manage and plan business 
functions. 

It will provide the Dutch 
group with a strong stand- 
alone financial software prod- 
uct and enable it to strengthen 
the financial component in its 
"Baan Series" ERP product 
suite. 

Baan competes with SAP of 
Germany and Oracle of the US 
in the rapidly growing ERP 
market, which is increasing at 
about 35 per cent a year. 
The gain partly reflects the 
globalisation of international 
business and tbe premium this 
has placed on information 
technology systems that 
enable managers to control 
sprawling empires effectively. 

For Coda, which saw its 
share price fall sharply last 
month after it reported a dis- 
appointing £1.8m loss for last 
year - well below market 
expectations - the deal will 
provide access to much greater 
research and development 
resources and international 
marketing muscle. 

"Coda will prosper more 
quickly and with more cer- 
tainty under Baan's owner- 
ship," said Robert Brown. 
Coda’s chief executive. 

The company. which 
initially specialised in the 
mainframe software market, 
was floated in 1994 at 285p a 
share. It plunged to an £8m 
loss in the same year and 
recovered to a Elm profit in 
1995 before sinking back into 
losses - partly reflecting its 
attempts to break into the US 
market 

Coda is the latest in a series 
of relatively small UK-based 
software product companies to 
be acquired by overseas bid- 
ders. and the second this 
month. Richard Holway. an 
independent industry analyst 
said: "Clearly, we are in the 
midst of another period of 
frenzied consolidation.” 

Baan is offering 0.695 new 
Baan shares for each Coda 
share, which values Coda 
shares at 190p each, a pre- 
mium of 15.5 per cent over the 
closing price on Friday. 

Baan said it had undertak- 
ings from shareholders repre- 
senting more than 50 per cent 
of Coda, including General 
Atlantic Partners investment 
group which holds a 18.9 per 
cent stake. 

Coda’s share price gained 
nearly 13 per cent to close at 
185'Ap, while Baan closed at 
FI 91.20, down FI 0.80. 


US investors target low-value Asia assets 
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By Jonathan Ford 

US investors are creating large 
“recovery fends” .to invest In 
distressed Asian companies 
and other assets in the region 
whose value has tumbled in 
recent months. 

Bankers . Trust Is reportedly 
putting together, si $lbn fond to 
invest in distressed assets 
across the Asian region, 
including Japan. .- 

American International 
Group (AIG), the insurer. 


plans to raise $lbn in partner- 
ship with other institutions to 
Invest In trembled Asian com- 
panies. 

These fends, among the first 
to be raised specifically to take 
advantage of the Asian crisis, 
will have broad remits to 
invest in such diverse instru- 
ments as equity, bonds and 
distressed bank loans. 

Bankers Trust has refused to 
confirm its fundraising plans, 
but is understood to be seeking 
industrial partners to provide 


sectoral expertise in evaluat- 
ing investment opportunities. 

Maurice Greenberg. AJG's 
chairman and chief executive, 
said its fund would Invest in 
any industry "we think has 
opportunity". 

. Observers believe other 
institutions are likely to come 
forward soon with similar 
plans. 

Recovery fends are expected 
to target two main areas: the 
acquisition of loan portfolios 
from troubled Aslan banks 


that are looking to shrink their 
assets; and tbe purchase of 
equity stakes to troubled 
Asian companies with a view 
to restructuring and selling 
them on as markets recover. 

US interest in potential 
acquisition targets has risen as 
Asian governments have lifted 
restrictions on foreign owner- 
ship of regional companies. 

Demand for such invest- 
ments among US institutional 
investors and hedge funds is 
thought to be keen. 
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Analysts put Waste charges at $2bn 


By Nikki Tat in Chicago 


Waste Management, the 
largest rubbish haulier in 
the US, Is likely to take 
charges of more than $2bn 

against its 1997 earnings, 
when the figures are 
released today, analysts say. 

The Chicago-based com- 
pany was dealt a blow late 
last year when Ronald 
LeMay, its former chief exec- 
utive, quit after only three 


months in the job - with no 
explanation provided. 

This prompted fears that 
he had come across serious 
accounting problems and, 
since then, Waste Manage- 
ment has instigated a com- 
prehensive review of its 
North American operations, 
assets and investments. 

The company warned last 
month that it intended to 
restate reported earnings 
horn 1992 to 1997, and revise 


various items. Including 
equipment depredation and 
landfill cost accounting. It 
also cautioned that there 
would be a “material charge 
to earnings and stockhold- 
ers’ equity". 

But analysts say the com- 
pany's statements in recent 
weeks have led them to lift 
the size of the potential 
charge from about $lbn to 
$2bn-plus. “I would expect 
the number to be larger 


rather than smaller," said 
Mark Sulxnan, at Donaldson 
Lufkin & Jenrette. 

While much of the charge 
may reflect a readjustment 
of past calculations, analysts 
say they will also being 
looking to assess the impli- 
cations of the write-downs 
on the business going 
forward. 

"The key is going to be lh 
the detail.” Mr Sul man 
suggested. Waste refused to 


comment on analysts' pre- 
dictions atuwti nf the formal 
announcement, which is due 
after the dose of New York 
trading today. 

If the charges are as hi gh 
as analysts expect, this may 
help explain the company's 
apparent difficulty in 
recruiting a replacement 
for Mr LeMay, who was 
weU-regarded and returned 
to a top-level position 
with his former employer, 


the telecoms group Sprint 
Crains, the Chicago busi- 
ness publication, recently 
suggested Norman Blake, 
who turned round . the 
USF&G insurance group, as 
a possible contender - but 
analysts said that even if the 
suggestion were correct, 
bringing someone in from so 
far outside the waste indus- 
try would imply that more 
obvious candidates had 
turned down approaches. 


$300m buy 
for Network 
Associates 


By Nicholas Denton 
in San Francisco 


Network Associates, the US 
security software house, yes- 
terday sought to distance 
itself from competitors by 
making its third si gnifican t 
acquisition in less than six 
months. 

The company, formerly 
McAfee Associates, said it 
was paying about SSOOm for 
Trusted Information 
Systems, which makes the 
“firewall’’ software that con- 
trols the information that 
comes in and out of com- 
puter networks. 

The deal, which will give 
the enlarged Network Asso- 
ciates a market capitalisa- 
tion of about $3.5bn at its 
current share price, under- 
pins the company’s claim to 
be the largest security soft- 
ware company. 

Trusted Information 
shares leapt $6 , /« to trade at 
$19% by midday on Wall 
Street. Network Associates 
shares were up $V5 at $62'/.. 

Network Associates is the 
product of the $l-3bn merger 


last October of McAfee, 
which developed software to 
detect and destroy computer 
viruses, with Network Gen- 
eral. another security soft- 
ware company. 

Network Associates, 
whose software is used by 80 
per cent of the largest com- 
panies in the US. then paid 
SS5m for Pretty Good Pri- 
vacy, an encryption software 
house, which wrote pro- 
grams to scramble data such 
as electronic mail messages. 

The security so ftw are com- 
pany is responding to the 
preference of large corporate 
customers for a single inte- 
grated answer to threats to 
the security of networks, 
which are increasingly cen- 
tral to their business. 

However, analysts say cli- 
ents may go further, and buy 
both networking equipment 
and security software from 
the same provider. This 
would benefit companies 
such as Cisco Systems, the 
leading maker of routers, 
which recently acquired 
WheelGroup, a security soft- 
ware provider. 


AIG boosted in bid battle 


By John Authors 
in New York 


American International 
Group yesterday believed it 
had won a crucial regulatory 
victory in its increasingly 
bitter battle for control of 
American Bankers Insur- 
ance, after the attorney gen- 
eral for the state of Arizona 
warned Cendant, which is 
also bidding for the com- 
pany, that it may not be 
allowed to vote with proxies 
which it is buying. 

AIG announced an agreed 
&2bn bid for ABI, the larg- 
est US credit insurance com- 
pany. last December. Last 
month, Cendant, the interna- 
tional direct marketing com- 
pany, countered with an 
unsolicited $2.7bn offer, cou- 
pled with a lawsuit. 

AIG has since responded 
with its own lawsuit alle g in g 
misinformation by Cendant 
The chief executives of both 
companies - Maurice 
“Hank" Greenberg of AIG 
and Henry Silverman of Cen- 
dant - have made it dear 
they Intend to win ABL Both 
intend to use the acquisition 
to market credit insurance 
globally. 

Competitive bids are 

unusual in the US insurance 

sector, because of the regula- 
tory hurdles Involved. The 


battle between the two com- 
panies is now complicated 
by procedural difficulties, as 
US insurance mergers must 
be cleared separately in each 
state in which the affected 
companies operate. 

ABI meets next Friday to 
hold a proxy vote on AlG's 
bid. Cendant has written to 
all ABI shareholders urging 
them to vote against. 

It has also started a cam- 
paign to solicit proxies for 
that meeting. However, regu- 
lators in Arizona, the first 
state to rule on the issue, 
said that if Cendant obtained 
enough proxies to vote 10 
per cent or more of ABTs 
voting stock, it would be 
deemed to have acquired 
control. 

Under Arizona insurance 
law, a company cannot 
acquire control of an insurer 
without first gaining 
approval horn the state regu- 
lator. In a letter to Cendant, 
Arizona's regulators said 
there would be “significant 
ramifications'’ for Cendant if 
its proxies exceeded the 10 
per cent threshold. 

If this happened, it said, 
“the proxies may not be 
counted for quorum pur- 
poses at the shareholders' 
meetings, and they may not 
be voted”. 

It added that the failure to 



Hank Greenberg: may be closer to control of ABI 


obtain approval in advance 
would be a misdemeanour 
under Arizona law. 

Cendant has been given 
until tomorrow to respond. 


AIG had also written to four 
other states’ insurance regu- 
lators complaining about 
Cend ant’s attempt to acquire 

proxies. = - 


Banking shake-up continues with $2.3bn deal 


By John Authors 
In New York 


The wave of consolidation in 
US commercial banking con- 
tinued yesterday with the 
announcement that Union 
Planters, the biggest bank in 
Memphis, Tennessee, was 
buying Missouri-based 
Magna Group in a stock- 
swap valued at S2Jbn. 

The deal values Magna at 
about three times book 


value, said Union Planters. 
The resulting bank will have 
assets of about $28.5bn. 

Magna is the third largest 
bank in Missouri, and its 
assets and brandies are con- 
centrated in St Louis, where 
Union Planters already has a 
small operation. The new 
bank will be the third larg- 
est in the St Louis area. 

In early trading, Magna 
shares rose $10% to $57£. 
while Union Planters 


dropped $2% to $60$. 

The move confirms Wall 
Street predictions of a series 
of banking mergers in Ten- 
nessee. which had been rela- 
tively untouched by the con- 
solidation that had swept the 
rest of the industry. It is the 
second acquisition valued at 
more than $2bn by a Tennes- 
see-based bank in the last 
three months. 

Three of Tennessee’s four 
largest banks are head- 


quartered in the state, but 
none ranks among the 90 
largest banks nationally. 
Union Planters is the larg- 
est, bat the state jilso has 
First American, with total 
assets of $17_8bn, and First 
Tennessee National with 
$lA3bn in assets. 

All of them have reached a 
size where investment bank- 
ers claim they have lost the 
advantage of being small 
"community banks", without 


being large enough to com- 
mand the economies of scale 
enjoyed by some . leading 
national banks. This raises 
the pressure to jnake, acqtd-. 
sitions ifthey want to- main- 
tain their independence. 

Both Union Planters and 
First American appear to 
have decided! on this 
approach, rather than sub- 
mit to being acquired by a 
bank from outside the state. 
Union Planters already has 


right other pending acquisi- 
tions in Tennessee and sur- 
rounding states, valued;^ at 
approximately $3bn. : 

first American’ 
two months 

buying Deposit Gu a lra nly |of 
Jackson, Mississippi, -Jfor 
$2.7bn. However, the deal 
has not been weD ^received. 
First American’s ;• shares 
stood at $54% whenihe deal 
was announced. Yesterday 
morning, they stood at $47fi. 



AMERICAS NEWS DIGEST 


Celestica buys 




Celestica International Holdings, of C anada , has 
consolidated Its position as the world's third largest elec- 
tronic manufacturing services company by acquiring 
Madge Network’s manufacturing operations in Dubhn. 
Terms were not disclosed, but the value of the deal was 
estimated at about C $Z 50ta (US$T76m). 

The deal win provide Madge, the UK-based group that ^ 
and builds computer networking equipment with 
a welcome infusion of cash. 

Celestica said it would oontinue to manufacture 
Madge's networking and automatic teller machine prod- 
ucts. Michael Wilson, vice-president at Madge, said the 
g g r ^mant would result in greater cost efficiencies far his 
company. 

The purchase is Celestica’s fifth in the past 14 months.. 
The acquisitions have enhanced -Celestica's ability to land 
large international supply contracts. 

Formed in 1994 after bring spun off from International 
Business Celestica has grown aggressively as 

computer designers increasingly seek to outsource equip- 
ment manufajctuing. The US$73bn electronic manufactur- 
ing-services market is expected to grow by 25 per cent a 
year, and is forecast to be worth US$178bn by 2001. 

Since October 1996, Celestica - whose customers 
filing Dell, Fujitsu, IBM and Sun Microsystems - has 
been wholly owned by Onex, the diversified C anadia n 
holding- company. Celestica, estimated to have annual rev- 
enues of about US$2.5bn. is expected to float in the next 
two years. Scott Morrison, Toronto 


CABLE TELEVISION 


Comcast upbeat despite losses 


Net losses at Comcast, the Philadelphia-based cable televi- 
sion operator, widened from. 9 cents to 75 carts a share in 
the closing quarter of last year. However, management 
hailed shandy higher operating cash flow for the three 
months and the full year. “Financially and operationally, 
our company has never betel in a stronger position,'* 
claimed Brian Roberts, group president. 

The net result was dented by roll-out costs for new ser- 
vices in personal commxmications in partnership with 
Sprint, the long-distance telecoms carrier, while cable rev- 
enues and cash flow were bolstered by the acquisition of 
El Entertainment and Scripps cable operations. 

- Fourth-quarter revenues, rose 19 per cent to $1.4ho, and 
consolidated flow increased 17 per cent to $4Q2m- 

Sales for the year were 22 per cent higher at $4J)bn and 
cashflow rose to $1.47bn. 

Christopher Parkes, Las Angeles 


ATLANTIC RICHFIELD 


Coal assets under review 


Directors of Atlantic .Richfield, the US energy group, were 
yesterday expected to discuss' the potential divestment of 
the company’s sizeable coal division at their regular 
board mppfing L although if was unclear whether a final 
derision would be made on how to proceed with the dis- 
posal. \ ; . 

The company put the assets up for diKpnwni last year, 
but has been considering recently whether to sell the 
mines - which include the Black Thunder mine in Wyo- 
mlng^which is the laigest/xnl mine in- the US - or spin 
offtoe coal business as a separate entity to Arco share- J ’ 
holders. • ' 

Arco’s 87 per cent stake in the Curragh mine in Austra- 
lia has been withdrawn from the sale, and the remaining 
Australian assets are likely to be sold separately. The US 
mines are said to be worth in excess of $lbn. Possible 
mooted buyers have included the Anglo- Australian Rio 
Tinto group. Nikki Toil, Chicago 
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Growth of 5% 
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H Bull Confirms its Profitability 
and Launches a New Phase 
of Business Development 
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Shareholder. relations 


Call: <33)1 39 66 B2 54 


E-mail: 

srv.artionnaires@biil.ngt 


Service Relations 
Actionnairas Bull: 

68, route de Versailles 
78430 Louvedermes 

(Franoel 

Annual General 
Shareholders Meeting: 
April a 1998 


The Board of Directors of Compagrrie des Machines Bull, at a meeting presided fay fas Chairman, 
Guy de Panafieu, closed the accounts forthe 1997 financial yean 


•iimsmt 


<fn mSDons of French francs; 

7997 

1996 

pro forma * 

Change 97/96 
proforma* 

Revenue 

24.614 

23.447 * 

+ 5 % 

Operating profit (before resWIling expenses 
and other exceptional charges] 

1,021 

996 * 

+ 25 

Operating profit 

743 

780 

-37 

Net profit 

603 

376 

+227 

Gearing 

0.66 

0.83 

-0.17" point 

Return on Equity 

15.9% 

14.8% 

+1.1 point 


* Restated to reflect toe sale of Zenith Data Systems Carp- to Packard Bell NBC In April 1996. 


1997 REVENUES UP 5% 


Products accounted for 37 '*b of revenue in 199 7 . compared with 59% in 1996, ‘New products' (smart cards, payment te rminate, and soft- 
ware) continued to post 30% growth, outperforming the market and allowing Bull to consolidate Its teadcfthip" in promising markets. 
In proprietary servers, Groupe Bull's traditional business line. GCOS 8 server sales were healthy and the volume of MIPS - del i ve r ed 
increased by more than 100V 

There was solid growth in services across the board, and their share in Groupe Bull's revenue rose from 41% to 43%. B illing * were 
up by 23% in the Integration Services business (systems integration, network integration, outsou rcing) . 


CONSOLIDATION OF OPERATING PROFIT 


Operating profit rose slightly to 1,021 million French francs, compared with 996 million French francs In 1996 (before non- 
recurring items.). This consolidation reflects good Improvement in the operating profit in products. For services, efforts mark- 
to refocus and adapt the Integration Services business have Involved supplementary costs (increased use of subcontracting. 
Investment In pre-sale and post-sale projects, etc. > and have squeezed profits. 

Moreover, in 19?r Groupe Bull initiated a program of nrslulling and staff mobility to give its employees the hi gh*** Level of expertise 
in its various business specialties. This training investment totaled 2 50 million French francs In 1997 and involved 1,690 employees, 
or 8% of Groupe Bull's staff, 


NET PROFIT UP 60% 


Net proOt rose to 603 million French francs, up 60% over 1996. Earnings per share were 3.65 French francs to 1997. compared with 
2.76 French francs in 1996. 


Interest expenses over the period totaled 343 million French francs, versus 292 million French francs in 1996. -This increase was 
mainly the result of additional international financing needs related to one-time events. Moreover, as a prudential move. Groupe BoD 
depreciated its Packard Bell NEC shares by 29“ million French francs, while posting 330 million French francs in proDl from 
disposal of non-suaieglc assets. 


STRENGTHENING OF GROUPE BULL'S BALANCE SHEET 


Groupe Bull's balance sheet improved, with gearing moving from 0.83 to 0.66. shareholders' equity outpacing debt. In acldftlon. 
Return oo Equity was up by 1. 1 point, standing at 15-976 for 1997. 


Guy de Panafieu presented Groupe Buff's future development strategy: ' After completion of 
privatization and confirmation of profitability. Bull is now poised to begin a new ambi- 
tious phase of business development: 

• To position itself among the lop three unrid leaders in security and management software 
and smart cards 

• 7b strengthen its position in services by focusing on high value-added s erv ice s to its customers: 

• To remain, irltb Us first-tier industry partners, a major player In htgbend servers (main- 
frames. UNDC/AIX and NT). 

in 1998, the launch oftbts ambitton should enable Bud to increase the pace of Us growth and 
tmpmve Us upending profitability.'' 


Worldwide 


Information 


Systems 


* : Bull ranks number Tour world-wide in smart emb, number three in payment lerm iru b. and number three to 
network security aad nuiaymna software. 

"s Millions of instructions per second. 




EUROTUNNEL P.LC. 

Registered Office Cheriton Parc. Cheriton High Street. Folkestone. Kent, CT19 4QS 
Registered in England and Wales No. 1960271 


EUROTUNNELS A 

Siege Social: 1 40- 144 boulevard Malesberbes, 750 1 7 Paris, Franc* 
Capital FRF'919.553,41 9. RCSlParis B 334 192408 


NOTICE TO EUROTUNNEL DIRECT REARER UNITHOLDERS 
ISSUE OF 2001 WARRANTS AND 2003 WARRANTS 


Unitholders are advised that following the passing of the requisite resolutions at Eurotunnel's 
Genera] Meetings on 10 July 1997 and the passing of resolutions at the boards of directors of 
Eurotunnel P.L.G and Eurotunnel SA. on 13 February 1998. the 2001 Warrants and the 2003 
Warrants are being issued free to Eurotunnel Unitholders on the basis of one of each, series of 
Warrant for each Eurotunnel Unit held. 


Please note that Direct Bearer Unitholders wishing to be issued with 2001 Warrants and 2003 
Warrants must deposit coupon No. .4 detached from their Direct Bearer Certificate (together 
with instructions to hold their 2001. Warrants and 2003 Warrants through S1COVAM), either 
directly or indirectly through their bank or broker; with Generate Bank at 3 Montague du Pare. 
1000 Brussels or Cera Investment Bank at 14 Place Sainte Gndule. 1000 Bruxelles 
by the close of business on 30 June 1998. 


A copy of the document summarising the terms ’ arid conditions of the 2001- Warrants and 
the 2003 Warrants may be obtained in the English language from The Royal Bant Q f Scotland 
pic Securities Services - Registrars. P.Q. Box 39. Caxtori House, Redcliffe Way, Bristol BS99 
7ZF or. in French from Generate Bank er Cera Investment Bank at their respective addresses 
mentioned above. 


24 February 1998 


Morgan Guaranty Tnist 
Company of New York 

PTE 8.000 ,000,000 ‘ 
Floating rate notes . 
due August 2006 


Therate of Interest forttie 
period 23 February 1998 to 
21 August 1998 has been 
ser at 4.565% per armuiTi - 
Interest payable oaine . ' 
21 August 199$ will - 
amount to PTE 447, 74531 
per PTE 20.000, 000 note. 


Agent: Morgan Guaranty. 
Trust Company 


JPMorgan 


» 


The Royal Bank 
of Scotland Group pic 


£200,000,000 

FLOATING RATE NOTES 2005 

^ In accordance with die Terms and Conditions of the 

SS’iCSJiitSE" 117 ' 8 * w “ *> r law 

Penod from 20tn February 199$ to 20th May 1998, die 
Notes hear a Rate' of Interest of 7.625% per 
-annum* The amount of interest payable on 20th Mas- 


ACENTBANK: 



CHARTERHOUSE 
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Final quarter may not be last word on USA Inc 

There were fe# Hd§ty surprises in the company reporting season, but some warn that the Asia effect has yet to filter through 


W all :Strqet; has* 
barely watte* for. 
Ihe US ^posting" 
season to eudhefarepowerv 
• lag to new brighter The Dow 

Jones ladturtrial Average, 

which stood at 7,580.42 oa r ; 
January 9. juAt before the - 
repcrtthg season arthrtticL fin- : 
ished lost week at. a hear- 
record 0,413.54. 

Behind thls snrge lies a ‘ 
popular , impression that 
most of the big US compa- ' 
nies; lived- up to raminga 
expectations in the ftnwi 
quarter of 1997. and that 
recent international finan- 
cial turmoil is haying only a. 
temperate effect' . 

Admittedly, some' compa- 
nies, such as Minnesota Min- 
ing & Maniifacttcdng C3M), 
saw profits growth dented by 
the strong, dollar; -Others, 
such as International , Busi- 
ness Machines _and Catetpil- 
lar, warned '/ Of ; stalling 
demand in Aslan markets. 
But, overall,, there were few 
nasty suiprfcte. ; ■ ■ . • 

Nevertheless, more scepti- 
cal analysts wonder if the 
market Is getting ahead, of 
events. . . 

According to Charies HIH, 
research director at Boston- 
based First Can, the degree' 
of outperform anca in the 
final quarter of 1997 was 


mi^m'odestthariuBuaL' 

. ^nWe.-a^aaraiiib' it [outper- 
form! V-' it^s 7 business as 
.-usual. **he says. “In flint, the 

fourth quarter was a -little 
less poeitive than dermal." 

kforebver, the final i quar- 
. t§r c of 1997 - whoa thO.eOects 
: of this Asiah prohlenS were 
only: -just be0noang to se^> 
through. -■ was hever: going 
:to’ be -thi critical period. 
Analysts paid particular 
attention thfetifoe xinmd to 
1 companies' fopwsrdtooking 
.stateteehts and their s^sess-' 
merits of hbfw the. recent 
turnioil might affect their 
businesses, 

; On. tills measure, the net 
result' was jto = encourage 
'some slgnifltsant downgrad- 
ing of foretests for future 
eanafogs. . ' 

AnopTdtog to Mr BUl> 
before the reporting season 
started; -analysts • were 
looking for . 10.1 per cent 
year-dti-year earnings 
growth in the first quarter of 
199& 3y Vlast week, When 
about 90 per cent of S8&BQ0 
companies -had -reported, 
that figure had been cut . to 
4JS"per cent. 

. Amtmborof big ^compa- 
nies, including Eastmim 
Kodak and IBM, wanted that 
firstr^uarter eanfo^. .would 
foil bel ow year-ago levels. ... 


By Mfchiyo Nakamoto . 
fn Tokyo . 

Mitsubishi Electric; one of 
Japan's five Jarge ; integrated ; 
electronics groups, plans , to 
launch the . world's thlnnoet 
notebook PC in Europe, as 
part of its efforts to . expand 
its presence in the region’s 
PC market ■ 

The move comes -as the 
company is considering, 
withdrawing from , the con- 
sumer desktop Pc market in ■ 
the UK'. mid Germany to' : 
focus on -the,, business'. 
■ mark#.:; : • * ‘,y. ;; . • ; 

Mitsubishi ^^roexpected' 

- to review its strategy, for the _ 

• Japanese conwnher deskfop 

; PC market, where fierce \ 
'• competition has eroded tear- ; , 
gins significantly. . 

• The FT incorrectly 
reported yesterday that. Mil- ■ 
sublshl was quitting the PC 
market in Europe* and Japan. 
The company said it was. . 
" considering a plan, which 
would Shift the weight of its 
consumer .PC' operations 


from desktop models to 
mobile PCs". 

. .. ft noted that 90 per cent of 
its PC sales m .Europe and 
Japan were to the business 
market, with the remaining 
. 10 .'per cent to the home-use 
. market. . It last . year . sold- 
about 400,000. PCs worldwide' 
r 240,000 .desktops and 
160,900 notebooks. 

The consximH- ' market for 
desktop : PCs has . Tbeen 
plagued by fierce price twm- 
petition. and 4 Slavish con* 
stmoer spending. . • 7 

Mitsubishi said,;, that 
^^a^^hBniiig ! its.'husinMs 
and its notebook Pt'Eales 
should l^totocreasedpro- 
ductfon. The campahy!hopes 
,ffutt the European launch of 
the thinnest .notebook PC, . 
called the Pideon, and its 
efforts to lower costs for 
business users., will help dif- 
ferentiate its pc line from 
that of competitors. 

Yesterday's FT story nds- 
ideotified the -South Korean 
company Samsung as Japa- 
nese. 


Swisscom moves 
to shake up 


By waiiam HaH in Zurich 

Swisscom, the Swiss 
telecoms company which is 
soon to be privatised, has 
overhauled its- senior man- 
agement team. 

The shuffle means that 
only two members of the 
new nine-strong manage- 
ment board are Swisscom 
veterans. 

Jens Alder, 40. general 
manager, telecoms at Alcatel- 
Switzerland, Is the latest 
outsider to be drafte d in to 
strengthen the management 
of Swisscom, which faces 
competition . from Interna- 
tional competitors following 
liberalisation of the Swiss 
market on January 1. 

MT Alder replaces Pierre- 
Andrfe Probst as head of net- 
work services, Mr Probst, 
who joined Swiss PTT in 
1972, becomes head of corpo- 
rate operations, which takes 
In the secretariat, corporate 
communications . and pro- 
jects, such as the mille n n ium 
and Switzerland’s Expo 2001. 
Walter Frei, who Joined the 
group in 1968, remains head 
of human resources. 

However, Tony Reis, 66, 
the ex-IBM executive who 
took .over as Swisscom'S 
chief executive last month* 
has put together a new top 
management tram made up 
largely of recently recruited 
outsiders. Heinz Karrer. 39, 
the new head of marketing 
and sales, has joined from 
the Rlngier publishing 
groups Adrian Suit, head of 
corporate information and 
technology, is a farmer IBM 
executive; and David 
Seim ell, 50, the finance 
director, comes from Elco 
Looser. 

Dotnlntk Koechlin. 89, 
head of corporate, develop- 
ment, Is a former business 


consultant who joined Swis- 
scom in April .1996, and Jef- 
frey Hedberg,- 37, an Ameri- 
can who took , over as head of 
Swisscom. International last, 
year, is a fortran* 'Coopers & 
-Lybrand consultant who 
joined Swisscom’ In .May 
1991 Swisscom still has to 
find a head of its new “prod- 
uct houses" division. 

The shake-up of manage- 
ment reflects .Swisscom’s . 
response to the twin chal- 
lenges of increased competi- 
. tion, following the deregu- 
lation of the local telecoms 
market, and- the need to ; 
strengthen management 1 
ahead of Swisscom's flota- 
tion later this year. 

Switzerland is a relatively 
mature, and expensivey tele- 
coma market and Swisscom's ;•! 
new competitors i which 
rncbide British TeleCOfoinu-. 
ideations and SBC of the US, 
are determined to win mar- 
ket share bjLcutting prices. 

• VI ag In ter Rom, the joint 
venture between Vlag, Brit- 
ish Telecommunications and 

Telenet which alms- to . 

become _■ one of Deutsche 
Telekom's principal rivals, 
has postponed the launch of 
its fixed network operations, 
according to' reports, Alan 
Case writes. 

-It also intends to delay the 
integration of Us fixed and 
mobile telephone . services 
until 1999. Fixed telephone 
services for small companies 

jin ft corporate customers due 
to begin this quarto 1 will not 
start until May and June... . 

The delay has been attri- 
buted to extended testing. 
priil a failure to agree cus- 
tomer billing with Deutsche 
Telekom. Last year, o.teio, 
backed by RWE and Veba. 
said it would launch public 
voice services In April, four 
months after liberalisation* : 


' -The Asian economic crisis 
takas most of the blame. 
'“The factor [behind the 
downgrades in estimates] is 
overwhe lmingly Asia," says 
Jeff Applegate, chief invest- 
ment strategist at Lehman 
Brothers In New York. 

Mr Sill concurs,' saying 
that this has been a “big fac- 
tor". with technology and 
basic . material companies 
among the most affected. 

The big question is 
whether this downgrading 
- process is now at an end. 

The latest results season 
has provided, few answers. 
Mr APPkgate, for example, 
believes that In spite- of 
downgrades'- following 
fourth-quarter earnings 
reports, the market Is still 
.underestimati ng the effect of 
the Asian finanHai crisis. 
-Estimates, he says, "have 
rally come down for the first 
quarter. For the rest of the 
year [forecasts] are still 
quite robust". 

- He estimates that earnings 
growth In 1998 wilt be down 
to about 7 per cent, com- 
pared with 10 per cent last 
year. 

2 “The Asian financial crisis 
.started in July and spread 
throughout the region, but 
there is- always a lag 
between markets and the 


porformabcE 0Uld» 

S&P jrafces (rabased) 

110 


: so 


Composts “ 
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economy. The real economic 
distress is just unfolding." 
he says. 

B y contrast, Elizabeth 
Mackay, chief Invest- 
ment strategist at 
Bear Stearns, says the 
rethink on estimates has not 
been too dramatic because 
analysts see some compensa- 
ting factors. The strength of 
the domestic economy and 
the prospect of tetter tech- 
nology sales in Europe are 
two specific examples. 

MuCh probably depends on 
which sector is being consid- 
ered - and even which com- 


Banks 
Techno topy 


pany within it. Carmakers, 
for example, outperformed 
estimates for fourth-quarter 
profits by 8 per cent, report- 
ing a 55 per cent Increase in 
earnings. But analysts still 
pared earnings growth 
expectations for 1998 from 
3.8 per cent to 2.9 per cent - 
partly because of potential 
pricing pressures from Asian 
imports and, or US-based 
Japanese transplants. 

Some analysts think the 
pessimism is overdone, 
pointing out that Aslan woes 
also present opportunities 
for buying parts more 
cheaply; that other interna- 




tional markets still look 
Tairly buoyant; and that the 
benefits from replacing 
expensive retiring workers 
with younger, cheaper 
labour are considerable. 

“There'll be a slackening 
of rarriingK growth but not 
as much as Wall Street 
expects.” predicts Diane 
Swank, at First Chicago. 

By contrast. US steel- 
makers are probably more 
vulnerable. They face 
reduced Asian demand as 
construction in the region 
slows, and the possibility of 
a flood of cheap imports - 
and will see fewer opportuni- 


ties to offset these factors by 

lowering input costs. Ana- 
lysts now expect an earnings 
decline of almost 7 per cent 
in 1999. compared with pre- 
dictions of a 4.5 per cent fall 
when the earnings season 
started. 

I n the technology sector, 
too, concerns about 
Asian economic prob- 
lems remain widespread - 
although most large US com- 
panies reported stronger 
than expected results for the 
final quarter of 1997, as 
European markets 
rebounded and North Ameri- 
can demand stayed strong. 

"It is likely that we have 
not yet seen the full impact 
or the situation in Asia,” 
says Bob Wayman, chief 
financial officer of Hew- 
lett-Packard, the computer 
and electronics group. While 
the group reported record 
turnover for the quarter just 
ended, stiles in Asia had 
slowed toward the end of the 
period. 

But here, too, there is a 
silver lining to Aslan eco- 
nomic problems. US personal 
computer manufacturers 
purchase many of their com- 
ponents in Asia. US dollar 
prices for these parts, includ- 
ing memory chips and disk 


drives, are now dropping in 

line with the declining 
values of some Asian curren- 
cies. 

This has helped to lower 
PC prices in the US and 
boost sales. Dell Computer, 
which ranks fourth in the 
world in PC sales, outstrip- 
ped Wail Street's forecasts 
with a 62 per cent jump in 
net earnings for the quarter 
ended February 1. 

In short, as analysts point 
out, the gap between "top 
down” and "bottom up" - 
macro and company-specific 
- estimates is wider than 
normal. This, they say. is 
because it is easier to make 
a broad estimate of the effect 
of the Asian crisis than to 
pinpoint the effect company 
by company. 

"A lot of the companies 
don’t know themselves." 
says Ms Mackay. And that, 
she predicts, means that 
many companies will con- 
tinue to guide analysts with 
trading statements ahead of 
their earnings announce- 
ments. in an effort to avoid 
giving the market any 
shocks. 

Tracy Corrigan, 
Louise Kehoe and 
Nikki Tait 
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SBC Warburg Dillon Read 


Whatever else changes, one thing stays the same . . . 



Allianz 


Joint bookrunner, 
largest ever 

German convertible bond issue 
DEM 2 bn 3°o exchangeable 
bonds due 2003 


Republic of Italy 
Joint bookrunner, 
largest ever Euro-denominated 
bond issue 

EURO 4 bn 5% due 2008 


Sole bookrunner, 
largest ever international 
equity-linked issue 
USD 2.455 bn 5.75% exchangeable 
bonds due 2003 


. . . in partnership with clients, we make it happen 
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COMPANIES AND FINANCES ASIA-PACIFIC 

Asia crisis curbs HongkongBank rise 


ASIA-PACIFIC NEWS DIGEST 


By John Ridding 
in Hong Kong 

HongkongBank Group, the 
Asian arm of HSBC Hold' 
togs, bore the brunt of the 
group's exposure to the 
regional economic down- 
turn, with bad debt provi- 
sions of HK$4.54bn 
(US$586m) limrririg net prof- 
its to HK$19.79bn last year, a 
rise of 3 per cent 

The results, which were at 
the lower end of analysts’ 
forecasts, underlined the 
impact of the upheaval in 
Hong Kong and regional 
economies. "They were a 
little under expectations," 
said Anthony Lot at Indo- 
suez W.I. Carr. He said 1998 

was likely to bring a further 
rise in provisions as the 
finan cial upheaval fed into 
the real economy. 

Revealing the threefold 
increase in provisions, which 


included a precautionary 
provision of HKSl.ebn to 
account for emerging credit 
problems, the group pointed 
to Its cautious policy and 
expectations of further fall- 
out hum the regional crisis. 

"The Increase in specific 
provisions was relatively 
modest, but our conservative 
policy and the growth of our 
balance sheet meant we 
increased significantly our 
general bad-debt charge,” 
said John Strickland, chair- 
man. 

Describing last year's per- 
formance as "satisfactory" 
and expressing confidence in 
the region's prospects, Mr 
Strickland warned of further 
turbulence. “Our perception 
is that the turmoil and dis- 
turbances are by no means 
over," he said. “So we will be 
cautious and make all the 
necessary provisions." 

Sir William Purves, who 


HSBC Holdings' drive to lift earnings 
outside its Asian base bore fruit last year, 
as higher profits from the UK and the 
Americas helped offset weaker results in 
Asia-Pacific, writes George Graham. 

Midland Hank. HSBC’s main UK subsid- 
iary, increased profits 28 per cent to £1.63bn 
(S2.7bn) before tax as lending grew strongly 
and bad debt provisions dropped to £129m 
Gram £l72m in 1996. Income at Midland rose 
11 per cent but the bank held cost growth to 
3 per cent 

Overall, Midland cut its costdncome ratio 
to 57.5 per cent from 62J2 par cent in 1996, 


falling closer into line with the 'group’s 
overall ratio of 54 per cent 
Profits from HSBC Americas, the TJS oper- 
ation, and Hongkong Bank of Canada 
increased by 24 per cent and 17 pear cent, 
respectively, while Latin America - where 
HSBC has spent $2bu on acquisitions in the 
past 18 months - also produced an 
increased contribution. Bamerindus, . the 
troubled Brazilian bank bought last year, 
produced a pre-tax profit of £54m in its first 
nine months within the group, winning 
back 1.5m customers and increasing its 
deposit base by 50 per cent 


retires this year and was 
attending his last results 
announcement as chairman 
of HSBC Holdings, said the 
impact of the crisis could 
affect the pace of Implement- 
ing the group's strategy, but 
not the direction. Signalling 
the group would continue to 
develop personal banking 
operations throughout the 
region, he remained optimis- 


tic about Asia's prospects. 

The HSBC chief warned, 
however, that Hong Kong 
would need to tackle issues 
of competitiveness. . “Hong 
Kong has become too expen- 
sive. No-one likes tightening 
their belts, but particularly 
In the first half of 1997 there 
was a kind of euphoria.” 

Like other banks, the 
group raised sharply its 


loans in Hong Kong last 
year. Despite a slowdown in 
the te r ri to r y in the second 
half, advances to customers 
climbed from HK$616.14hn to 
HK$749.45bn, while total 
assets rose from HKSi,234bn 
to HK*L475bn. 

Much of the growth in 
Hong Kong lending was con- 
centrated in the property 
sector, raising fears of the 


impact of tumbling prices 
amid higher interest rates.' 
Sir W illiam said, however, 
the groqp was "comfortable? 
with its Hong Kong property 
exposure, and that home 
loans in the territory repre- 
sent high-quality lending. 

Stripping out the rise in 
bad-debt provisions and: 
losses in equity operations at 
the investment hawking divi- 
sion, the HongkongBank . 
group had a solid year. Oper- 
ating profit climbed 14 per 
cent to HKSS0.72ba. while 
net interest income rose 
from HK$3Q.08bn to 
HKS3&35bn, despite a fall in 
net interest margins. 

The return on average 
shareholders’ funds rose 22.4 
per cent, while the cost-lo- 
in come ratio fell from 39.5 
per cent in 1996 to 38.7 per 
cent last year. 
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Mobile 

bolsters 


Provisions doubled at Hang Seng Bank 


By Louise Lucas 
in Hong Kong 

Hang Seng Bank, which is Hong 
Kong’s second-biggest quoted bank 
and the listed subsidiary of HSBC 
Holdings, said yesterday that it 
had doubled its calculations for 
general provisions because of the 
Asian financial crisis, from which 
it has so far emerged relatively 
unscathed. 

The h ank, which unveiled a 10.3 
per cent rise in net profits for last 


year, from HKS8.49bn to HK$9.36bn 
fUSS1.2bn) in 1997, said the 
increase in general provisions was 
prudent Because of a sharp reduc- 
tion in specific provisions last year, 
the total write-down was 11.2 per 
cent lower than the previous year, 
from HKSTISm in 1996 to HK$635m. 

General provisions accounted for 
HK$500m. against HK$139m in 
1996. David Eldon, chairman, said 
about HK£250m had been put aside 
for general provisions, in addition 
to the level normally accounted 


for. “This is because of the uncer- 
tainty and because of the possible 
effect on Hong Kong of what’s 
going on in the rest of Asia, which 
is very difficult to quantify,” he 
said. 

The bank's reliance on the local 
market, which has remained rela- 
tively unaffected by the Asian 
finanriai crisis, meant that the tur- 
moil in the region had a negligible 
impact on Hang Seng last year. 
However, falling property prices - 
precipitated in part by attacks on 


the Hong Kong dollar in the wake 
of collapsing currencies elsewhere 
in the region - mean the bank 
expects to see loan growth curbed 
this year. 

The currency attack led to 
higher interbank interest rates in 
Hong Kong in the second half of 
last year, and therefore squeezed 
margins on lending. However, 
Hang Seng Bank was able to main- 
tain its net interest margin of 3.1 
per cent 

This was due to strong growth in 


advances - net interest income 
increased 9.1 per cent to 
HKE11.16bn - and higher yields 
realised on free funds and inter- 
bank assets. "We have done quite 
well in the interbank market and 
we have shareholders' funds which 
are interest-free funds." said Alex 
Au. chief executive. 

Earnings per share rose 10.5 per 
cent, from HK$4.39 to HK$4£5. and 
directors are proposing an 11 per 
cent increase in the diridend, frpm 
HKE3.08 share to.HKE3.42. - 


SK Telecom slides 42% Comaico 
as US revolt threatens 


By John Burton in Seoul 

SK Telecom, South Korea's 
largest mobile phone service 
provider, yesterday reported 
a 42 per cent fall in 1997 net 
earnings as it confronts a 
threatened shareholder 
revolt by US institutional 
investors next month. 

SK Telecom blamed the 
unexpected fall in profits to 
Wo 111 13. 6b n ($68. 5m) from 
Wonl95.5bn in 1996 on 
increases in operating costs 
and losses from the devalua- 
tion of the Korean currency. 

Sales grew by 31 per cent 
to Won3»510bn. as the num- 
ber of users expanded after a 
fall in the price of cellular 
handsets and removal of 
subscriber deposit require- 
ments. Profit margins were 
squeezed because of 
increased competition as 
rival personal communica- 
tions service (PCS) operators 
challenged SK Telecom's cel- 
lular phone system. 

This raised marketing 
costs for SK Telecom, which 


also increased capital spend- 
ing as it switched its net- 
work to a digital system 
from an analogue one. 

The profit fall coincides 
with a recent finding by 
Korea's Fair Trade Commis- 
sion that the SK Group, the 
parent for SK Telecom, was 
allegedly using the cellular 
phone operator to provide 
hidden subsidies to other 
weaker group affiliates. 

The FTC said in January 
that SK Telecom had paid 
inflated prices for equipment 
and services provided by 
other SK units, which cut its 
1996 operating profit and 
resulted in lower dividend 
and tax payments. 

Several US institutional 
investors, including Tiger 
Management, Scudder 
Kemper Investments and 
Oppenheimer Global Fund, 
allege that SK Telecom also 
tried to provide low-interest 
loans to SK Securities, 
which recently suffered 
heavy losses on overseas 
derivatives trading. 


The US institutional inves- 
tors, which hold nearly 10 
per cent of SK Telecom, are 
demanding the right to 
appoint two outside direc- 
tors. They also want share- 
holders to approve any over- 
seas investments, 
foreign-denominated loans, 
and share issues abroad. 

The demands by the US 
investor funds, which will be 
debated at a shareholders' 
meeting next month, repre- 
sent the first serious chal- 
lenge by foreigners against 
Korean corporate practices 
to protect share values. 

It is uncertain whether the 
US investor funds .will suc- 
ceed in pushing through the 
reforms. Foreign investors 
hold a combined 33 per cent 
of SK Telecom. Chey Jong- 
hyon, the SK Group chair- 
man, and other family mem- 
bers hold 26 per cent. 

The deciding vote will be 
held by Korea Telecom, the 
state-run group, with 19 per 
cent, and other Korean insti- 
tutional investors. 


swings 
back into 
the black 


By Gwen Robinson . 
in Sydney 

Comaico, the Australian 
aluminium subsidiary of Rio 
Tin to. the Anglo-Australian 
mining group, shook off the 
impact of Asian economic 
turmoil to report a strong 
turnround in the year to 
December. - . 

Net profit after abnormal 
Items was A$220m 
(US$148m), compared with 
the previous year's loss of 
A$16.8m, because of 
increased production, higher 
prices and lower costs. 

The company, which is 67 
per cent owned by Rio Unto, 
also announced a 430 per 
cent increase in the final div- 
idend from 3 cents to 13 
cents, taking the payout for 
the year to 20 cents from 6 
cents a year earlier. 

Terry Palmer. Comaico 
chief executive, said the 
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NOTICE TO HOLDERS OF 1991 WARRANTS 

To holders of the 7.142.857 twinned warrants (the "1991 WarnmLs - ) to subscribe for shares in Eurotunnel P.L.C. 
(“EPLCj and in Eurotunnel SA. ("ESA”) (Issuable in the form of Units l constituted, in the case of EPLC by an 
instrument dated 10 June 1991 fas amended by a Supplemental Instrument dated 24 June 1993) and in the case of ESA 
by a Board resolution dated 23 May 1991 (and subsequently amended by a Board resolution dated 24 June 1993 with the 
approval of warrant holders at a general meeting held on 23 June 1993). 

Holders of 1991 Warrants are hereby informed that at meetings held on 13 February' 1993. the Boards of EPLC and ESA 
resolved to issue 919.553.419 twinned warrants to subscribe for Units (the “2003 Warrants") and 9 19.553.419 twinned 
warrants to subscribe for Units (the “2001 Warrants"). The 2001 Warrants and 2003 Warrants are being issued in the 
form of a bonus issue on the basis of one 2001 Warrant and one 2003 Warrant for each Unit held. Three 2003 Warrants 
will give the right to subscribe for one Unit at a subscription price of £0.68 and FRF 6.70. Eight 2001 Warrants will give 
the right to subscribe for one Unit at a subscription price of £0.59 and FRF 5.84. 

The 2003 Warrants will be exerciseablc between 1 July 1998 and 31 October 2003. The 2001 Warrants will be eaerciseable 
from (a) such date determined by the Beards of EPLC and ESA falling not less than five nor more than 20 business days 
after the date on which, afl the necessary approvals having been obtained, the amendment to the Concession (which will 
extend the period of the Concession by 34 years to expire in 2086) is executed by its parries or lb) if this takes place on 
or before 23 June 1998. 1 July 1998. The 2001 Warrants will lapse on 31 December 2001. 

The 2001 Warrants will, on issue, be atiached to the 2003 Warrants. Until such time as the 2001 Warrants become 
exerd scable. the 2001 Warrants and the 2003 Warrants will have one combined market price and will only be transferable 
m their attached form. Upon the 2001 Warrants becoming exerciseablc. the 2001 Warrants will be detached from the 2003 
Warrants and the 2001 Warrants and the 2003 Warrants will then become independently transferable and have separate 
market prices. 

Any exercise of the 2003 Warrants prior lo the 2003 Warrants and the 2001 Warrants becoming independently transferable 
will result in the lapse or subscription rights of the 2001 Warrants attached to the 2003 Warrants which are exercised. 

Asa result of the issue of the 2001 Warrants and the 2003 Warrants, the rights of holders of 1991 Warrant to subscribe 
for Units will be adjusted pursuant to the relevant provisions of the documents referred to above constituting the 1991 
Warrants. The Boards of EPLC and ESA have appointed Klein won Benson Limited and Credit Commercial de France 
S.A. respectively to determine the appropriate adjustments. 

A further notice to holders of 1991 Warrants will be published giving details of the relevant adjustments when the 
adjustments have been calculated. It is expected that such notice will be published before 27 Match 1998. 

By order of the Board 

S.A. Walker. FCIS. 24 February 1998 The Board of Directors 

Secretary Eurotunnel SA. 

Eurotunnel P.LC. 



Precioas metal: Comalco's Queensland almnnrimn smelter. 


company expected to 
improve its performance far- 
ther this year, in light of its 
continued cost-catting, and 
forecasts for a stable alumin- 
ium market 

Mr Palmer brushed aside 
concerns about the economic 
outlook for the Asia-Pacific 
region, where Comaico sells 
about 70 per cent of its 
production. 

Amid surging production, 
the company was already 


planning to sen 10 per cent 
to 15 . per cent more of. its 
metal in the North. American 
and European markets, 
where demand was "buoy- 
ant’'. ; 

Asian turmofi would ..not 
significantly affect the com- 
pany’s 1998 results, provided 
there was “no further deteri- 
oration" to that regipiu. the 
company said. ' • 

Comaico shares dosed 10 
cents higher at Af&40. . . 


telecoiDinmiicalioiis carrier, said yesterday teat straDg 
growth in the mobile cranmnnications market tumped. 
reduce pre-tax lossesln the first half to December. 

. However, Optus* integration qf Optus 'Vis ion, I ts pay- 
. television operation, weighed heavily on-interim results. 
Qptns reported an tot«dm.pra^Toss5 of . .. 

(US$56m). totoudtog an abnormal toss of A$IL5m from its 
pay-TV business. The result emppared withalossof 
AJQ2L5m a year eartier. The operating result, however, 
turned from a toss <tfA*63m to a profit of Am&n. Sales 
increased nearly 20 par cent, to A$L45bn- 
Th P comp an y 's struggle to move into the black is cen- 
traL to its plans to list on the Austrian Stock Exchan ge. 
Optus is 49 per owned bjrCable and Wireless, the UK 

telecommunications group, and 25 per cent by Maynfi 
Nickless, the Australian transport and healthcare services 
company. Analysts said the r es ult was better than expec- 
ted and could pave the way for a flotation next year. 

After spending more than AS3bh on an unsuccessfol 
cable network to provide tetopbimy and pay-TV services, 
it is important far Optus to penetrate the A$4bn local can 
market, currently dominated by Telstra, the largest car- 
rier. TO achieve this, Optus must secure competiti vely- 
priced access to Telstra's netwtofc'"Ifcis is a make-or- 
break year for Optus," said Chris Savage, analyst wit h ^ 
BNP Equities. He noted that jpowth in Optus’ most profit- 
able areas - mobile phone and tong-distance markets - . 
had probably peaked. 

Chris Anderson, Optus chief executive, acknowledged 
that “the giddy! days ofthe company’s start-up are over". 
However, he said the company would continue with Its 
CT^-ctrtriri g pm grflTnmf^ which saw staff numbers cut by 
about 1,200 to about 6,000 in the first halt and maintain 
Investment to increase capacity to. the expanding informa- 
tion sector- While increased tovestmeat would add to 
depreciation and interest charges to the fall year, the 
company's resolve to cut costs farther and tackle the debt 
burden of its pay-TV arm could help full-year results, ana- 
lysts said..: . <kven Robin$on, Sydney 

■ RETAIL ' ’ 

Japan’sDaieis^fuIl-year loss 

Daiei, the aggressive Japanese retail group that has pio- 
neered discounting andowrfbrand products, said yester- 
day Jtt would post a'loss fbrthe current financial year 
because (rfweak domestto consumptkm foltowing a rise in 
sales taxes last year and worries about the country’s 
banking sector. - . 

The announcement came as Japan's Ministry of Inter- 
national Trade and Industry said retail sales in 1997 had 
Mien for the first time to two.ywra as the i sales tax 
increase imposed last April stated to tote. Retail sales 
would continue to weaken to the first quarter of this year, 
MmsakL , i . ; • --I 

,. Daiei, which with nearly too stores across Japan is the 
country's biggest supermarket group; said it would report 
a pre-tax toss of.Y25hn CBBHte), to the year to the end of 
February oh revenues of Y2,480bn T T*te last year, the 
company forecast a profit Of Y7bn far file year. 

Daiel shares toll Y8, or l,19per cent.on the Tokyo Stock 
Exchange after the rorwririnrerrfNi^. 7 
Howerer, the group Said property sales. inchidfaag the 
sale of a stake in Lawson, tto convenience store subsid- 
iary which has 6,000 outlets, and of an amusement park, 1 
would allow it to post a The disposals are 

expected to raise Y26bh, euablin^TXaiei: tf> report a bet 
profit of Ylhn. The company alto predicted* return to 

profit to toe next financial year wjrfoh begins oh March 1, 
forecasting a profit of Y5bn on sates of Y2.480hn.lhe 
Lawson stake is betog sold through a flotation of the unit, 
which also operates a shopping centre to Hawaii. Daiei is 
selling 116,000 shares to. the Unit to raise Y16.6hm 
- Isao Nakauchi, Daiei president,; said the company would 
accelerate the Y40bn restructuring under way at its gen- 
eral merchandise states and dose ahoutl5 lossmaktog 
outlets to response to the downturn in the market . 

In 1996-97 Daiei made a profit of Y59Qm, but is saddled 
with a high debts after its xapto expansion to the past few 
years . Mr Nakauchi said grotto debt at the end of the cur- 
rent year would amount to Y690bn, compared with 
Y660bh a year ago. Vincent Boland* Tokyo 


The Board of Directors 
Eurotunnel S. A 



£3£ 






MnwaWJhrJOM tM 


tTUE^ELi 


EUROTUNNEL P.LC. > EUROTUNNEL SA 

'Ilmrpomi*Jb,T^^uiicritic M wW ** *j> mr bvapaned t, fmer 

GuyuuC'i An /WJ - aid eththgfijra iem u^uiu. wOax raauJrd. 

.... . .' •mltDfenabrrlOIM.i ’ 

IJstbtgom the London . ■' 

• Stock Exchange. 

■ . • of. . •. - 

919.553.419 EPLC 2001 Warrants : 919,553.419 EPLC 2003 Wirrints 

twinned with twinned .with. - 

919.553.419 ESA 2001 Warrants - 919,553;419 ESA 2003 Warrants ' 

(together "2001 Warranto")' (together “2083 

10 subscribe respectively for shares in . to subscribe respectively for sharer* 


EPLC and. ESA. twinned as Units 


919,553.419 EPLC 2003 Warrants 
- twinned with. : 
919,553^419 ESA 2003 Warrants ' 
(together "2003 

to subscribe respectively for sharerin 
EPLC and ESA twinned as Units 


The 2001 Warrants and the 2003 Warran cs are being issued further to resolutions of! EPLC and ESA 
shareholder paswsd on 10 July 1997 and resolutions of EPLC and ESA* respective boards of 
directors passed on 13 February 1998. One 2001 Warrant and one 2003 Warrani is fediw issued for 

it' : c^ Uln0ttn iin« V PlfahoWcrs 9° ***■ «***» “ 5.00pm "(Loodoii time) on 
? SPOVAM bearer Unhhoklen az Ibeead ef tbe accounting d^y^of 23 February 
(998 and to direct bearer Unitholders from 24 February 199R im+il 3ii i,^>.|no|- . * . 

^ ^^^L Wk T an “.' Val entillc ^ hoWer cxer «^» subscribe for one EPLC share <u tire 

price of £0.59 and eight ESA 2001 Wairanut will entitle the Holder bn buercistto Ribscribe for one’- 
ESA share at the price of FRF 5.84, Each EPLC 200 1 Wajranr is twinned with an ESA 2001 Warrant 
to ensure that on ererose EPLC shams and ESA shares are only, issued h the form Units. 

T ^ ttt ^fL 2003 J M ? Tai IS C * Uitk the hokter ofitserCBttp subscribe for one EPLC share « the 
pnee of £0.68 and three ESA 2003 Warrants win entitle. the. holder on eternise to subscribe for one- 
ESA share at the price of FRF 6.7U Each EPLC 2003 Warram isririnncd with nn ESA 2803 WhnS' • 
to ensure that on exercise EPLC sbaies-and ESAahans are ; tiiiJy wiierfm the form. of Uiuti™™ 

Listing particulars and suppkmemary listuig particulars proofing details of- the 200 1 Wamn 

* available during normal bu^T^S ■ 
weekday (weekends exempted) up to and including 9 March 1998 from: uuo wn anjr 


EveonacJ P.L.G • • 

I NoHithumberUiwLAVeDae 
■ Trafalgar Square 
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.from die Company Aruwancements.Offkx, Londoti Stock Exchange Tower foe 
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At Bear Steams, our equity research analysts take nothing at face value. They're skeptical of claims and suspicious of facts. For example, they 
don't stop with the view from the top. They go to the line managers and get their perspective. The result is unconventional wisdom. A unique 
understanding which tells you not only what a company will do, but why they will do it. For research __ — m 

that provides both insight and foresight, call Philip Eagan at 212-272-3738. You won't have to squeeze. 13 ImXI 13 

STEARNS 

Bear, Steams & Co. Inc., 245 Park Avenue, NewYork, NY 10167 
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Saipem offering set to raise Ll,000bn 


By Paul Betts In MBan 

Saipem, the oilfield services 
company controlled by Italy's Eni 
oil and gas group, is set to launch 
one of Europe's largest non-govern- 
ment share offerings this year in a 
deal expected to raise Ll.OOObn 
f$557m). 

The transaction, scheduled for 
the end of March, will Involve a 
new equity issue by Saipem to 
raise about L400bn. as well as the 
sale by Eni of Saipem shares worth 
about LSOObn. 

The final size of the the offering 


to professional Investors in Italy 
and to institutional investors in 
the rest of the world will be 
announced on Thursday. The price 
is due to be announced on March 
13. 

The oilfield services company 
plans to issue about 40m new 
shares, while Eni is expected to sell 
between 60m and 70m Saipem 
shares, reducing its stake from 66 
per cent to below 50 per cent. How- 
ever, Eni’s stake in Saipem will not 
fall below 40 per cent. 

Fabrlzio d'Adda. Saipem chair- 
man. said the capital increase was 


designed to help fund the group's 
Ll,700bn four-year investment pro- 
gramme. 

"We want to continue growing 
and we see a strong market in the 
offshore sector in coming years,” 
he said. "Our strategy is to focus 
even more offshore,” he said. 

Offshore fields are expected to 
account for an increasing share of 
global oil production. At the begin- 
ning of the decade about 25 per 

cent of global oil production came 
from offshore fields. By the end of 
the decade, this is expected to be S5 
per cent. 


Mr Pietro Tali, chief financial 
officer, said Saipem wanted to be 
able to react quickly to merger and 
acquisition opportunities. 

Although Eni regards Saipem as 
a strategic asset, the oil group con- 
siders it no longer needs to own 66 
per cent to control the company. 
Its decision to reduce its stake is 
also designed to provide more 
value to Eni shareholders as well 
as increase the liquidity of Saipem 
shares in the market 
Saipem shares trade at a dis- 
count to its peers because of the 
stock's poor liquidity. Mr Tali said. 


Bui's move also coincides with 
expectations that the government 
will float a fourth tranche of Its 
shares in the oil group later this 
year, to reduce its stake to below 
50 per cent 

Saipem’s adviser is SBC Warburg 
Dfilan Read. The joint global coor- 
dinators for the offering are Gold- 
man Sachs and IMI, the Italian 
investment bank. For interna- 
ti onal offerin g , the joint lead man- 
agers and joint bookrunners are 
Goldman £a<-ha and SBC Warburg, 
while IMI is lead mnnag pr for the 
Italian institutional offering. 


VW may build plant in North America 


By Graham Bowtey 
in Frankfurt 

Volkswagen, the German 
motor company, is studying 
plans to build a new car fac- 
tory in either Mexico, the US 
or Canada as part of its 
ambition to raise US sales. 

Europe's biggest car man- 
ufacturer said it was looking 
at several alternatives, but 
refused to say how much it 
would spend on the plant or 


when a decision would be 
made. 

“These are our first ideas 
about putting more produc- 
tion into the North Ameri- 
can region. It may be 
Mexico, may be the US, may 
be Canada, but probably 
Mexico,” the company said. 

VW said the new factory 
would probably be used to 
make cars using the basic 
Golf platform. VW already 
has a factory in Mexico, 
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where it makes the Golf as 
well as the new and old Bee- 
tle models. 

However, industry ana- 
lysts said VW might be 
looking to build a plant in 
the US to manufacture a 
new sports utility vehicle. 

Philipp Rosengarten, ana- 
lyst at DRI /McGraw-Hill in 
London, said VW might 
make a decision soon to go 
ahead with a new off-road 
vehicle in collaboration with 


its fellow German car com- 
pany Porsche. 

'The car industry has 
known for a while that VW 
is really looking for a site in 
America," he said. Daimler- 
Benz has already begun pro- 
duction of its new Mercedes 
M-Class sports utility vehicle 
at its new plant in Alabama. 

If the US were chosen as 
the site for the plant, it 
would mark a return to the 
country for VW. 


The car group was forced 
to dose its plants In the US 
in the late 1980s after its 
Golf car failed to take off 
despite the earlier popularity 
In the US of the original VW 
Beetle. .. 

VW hopes that its new 
Beetle - which is designed 
for the US market where it 
goes on sale next irumth — 
will help it to secure a stron- 
ger foothold in the US: 

VW hopes to sell 50,000 


new Beetles in North Amer- 
ica in the first foil year of 
production. Output of the 
vehicle, which is built in 
Mexico, is eventually, expec- 
ted to reach 100,000 units a 
y®ar. 

The new plans may 
increase speculation about 
when VW intends to resume 
the DM6bn-DM8bn (8S.3bn- 
$4-4bn) share issue, which 
was called off late last year 
after its shares tell sharply. 


European IT 
spending rises 
to $83bn 


Europe’s top 10 

Company * Country 


By Paid Taylor 

Europe's 500 biggest 
companies spent a total of 
£51bn ($83bn) on information 
technology last year, accord- 
ing to a survey conducted by 
Spikes Cavell. the European 
IT market research firm. 

The survey also appears to 
confirm that the year 2000 
computer date problem and 
European monetary union 
are diverting some corporate 
IT spending, particularly in 
the financial services sector. 

However the other main 
factors driving IT spending 
in Europe include the 
growth of the internet inter- 
nal intranets and web com- 
merce as companies seek to 


use IT to improve efficiency, 
channels to market and cus- 
tomer support 

Among Europe’s big corpo- 
rate n spenders, two compa- 
nies - Siemens, the German 
electrical and electronics 
group, and Royal Dutch/ 
Shell, the Anglo/Dutch oil 
group - broke the £lbn bar- 
rier for the first time. 

Predictably, the survey, 
conducted in association 
with Information Week mag- 
azine. confirms that many of 
the top IT spenders operate 
in the financial services 
industry. 

However, utilities, which 
are preparing for domestic 
competition, also emerge as 
big IT investors. 
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"The banking sector 
appears to be addressing 
issues such as year 2000 and 
European monetary union, 
which is diverting some of 
the existing FT spend," said 
Luke Spikes, managing 
director of Spikes Cavell. 
“However, many organisa- 
tions in other non-finandal 
markets remain slow to act 

“Other factors, such as the 
strong value of sterling, par- 
ticularly in Europe, are also 
mak ing companies think 
cautiously about IT spend. 
Many organisations which 


relay heavily on revenues 
from overseas are affected 
by currency fluctuation, 
which In turn Impacts prof- 
its, earnings, growth, costs 
and investment, including IT 
investment” 

The 85 German companies 
in the table have the highest 
combined IT expenditure. 
But the 128 UK-based compa- 
nies - which have a' slightly 
lower total IT spend than 
their German counterparts - 
emerge as the biggest spend- 
ers in terms of proportion of 
revalues. . . 


Takeover activity seizes 
Dutch chemical groups 


By Gordon Cramb 
in Amsterdam 

The Dutch chemicals sector 
yesterday entered a renewed 
phase of takeover activity, 
as DSM launched a bid 
worth more than FI 2.7bn 
($i.3bn) for Gist-Brocades, 
and Also Nobel said it was 
in talks aimed at acquisi- 
tions in Asia and eastern 
Europe. 

Cees van Lede, Akzo chair- 
man, said In an interview 
that the collapse of curren- 
cies and stock markets in 
south-east Asia was provid- 
ing opportunities in particu- 
lar for its coatings division. 
“In almost all these coun- 
tries. we are talking." 

Net divestments for 1997 
were FI 650m as Akzo shed 
poorer performers, but Mr 
van Lede made clear that 
this year would see signifi- 
cant purchases. 

DSM meanwhile made an 
agreed offer for Gist-Bro- 
cades, the biotechnology 
company. Terms are FI 32.50 
cash plus one-sixth of a DSM 
share for every share in Gist. 

Shares in Gist closed 
FI 4.90 higher in Amsterdam 
at FI 64.90. while those in 
DSM ended FI 2.70 ahead at 
FI 203-50. This values the bid 
at FI 66.41 a share. 

Simon de Bree. DSM chair- 
man. said the effect on earn- 
ings per share of what he 
described as a merger would 
be neutral. "We will become 
a top player in the life sci- 



DSM chairman Simon de Bree: ‘We will become top player 1 


ence industries, with the 
potential to create new prod- 
ucts," he added. 

He said DSM’s energy 
interests in the UK would be 
sold as part of a rationalisa- 
tion of its chemicals and 
materials portfolio. It would 
retain an involvement in oil 
and gas exploration on the 
Dutch continental shelf 

Herman Scheffer, the Gist 
chief, who is to join DSM’s 
board, said his company 
needed the cash flow an 
enlarged group would pro- 
vide to invest in research 
and technology. 

Preliminary indications of 
Gist's 1997 results showed a 


decline in profitability. 
Prices for penicillin, in 
which it is world leader, 
have been hit by capacity 
increases among Asian pro- 
ducers. On sales of F12ibn, 
up 10 per cent, net earnings 
at FI 150m were down from 
the previous FI 158.5m. At 
the operating level, ' profits 
declined to FI 188.5m from 
FI 196.5m. 

The combined .group will 
have annual sales of nearly 
Fll5bn. Adviser to Gist is 
ABN Amro, while ING Bar- 
ings is advising DSM. 

Lex, Page 18 
Observer, Page 17 
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Sandvik 
dented by 
acquisition 
expenses 

By Ton But in Stockholm 

Sandvik, the ' Swedish 
industrial engineering 
group, said yesterday its 
full-year profits- were ham- 
pered by volatile steel 
prices, acquisition expenses 
and, unhelpful exchange 
rates. 

The company, reporting 
pre-tax profits, down from 
SKr4.45bn to SKr4.21bn 
(8520m), said its results 
would have been SKrlbn 
higher but for costs associ- 
ated with last year’s 
SKr4.3bn acquisition spree 
and a 6 per cent fall in steel 
prices. 

Claes Ake Hedstrfim, chief 
executive, said currency 
effects had knocked a fur- 
ther SEr500m off the bottom . 
line, even though sales rose 
21 per cent from SKr28-3m 
to SKr34.1m. 

“We had hoped things 
would improve in the f o urth 
quarter, but prices remained 
under pressure and overca- 
pacity continued in most of 
our business areas.” he said. 

Mr Hedstrfim warned steel 
prices could he further 
undermined, as Asian, pro- 
ducers tried to increase 
their presence in Europe 
and North America: “The 
situation in Asia is so uncer- 
tain that it is impossible to 
make any firm forecasts 
about the current year.” 

Last year,. maiden contri- 
butions from three newly-, 
acquired subsidiaries helped 
lift operating income from 
SKr4-Ibn to SKr4.37bn. 

Although the company - 
declined to strip-out profits 
from Tamrock, Kanthal and 
Precision Twist Drill - the 
three’ businesses acquired in 
1997 - they accounted for 
more than one-third of sales. 

Of the seven business 
areas, Sandvik Tooling con- 
tributed the lion’s share of 
profits - up from SKr2.03bn 
to SKr2.09bn. Among the 
remaining divisions, only 
Sandvik Steel reported a 
decline. 

Earnings per share, 
adjusted for last year's 
SKr4bn share redemption, 
fell from SKr 11.20 to 
SKrlO.25. A dividend of 
SKr7 has been proposed, 
against SKk&SO last time. 

Sandvik*s most, commonly- 
traded B shares fell SKr&50 
to SKr215. 


EUROPEAN NEWS DIGEST 


Dexia pulls out of 

bidding for CIC 

Dexia, the specialist Franco-Belgian bank, yesterday 
pulled out of the. battle fin: control of CIC, the French . ^ 
state-owned regional banking group, cu tting the number 
of candidates down to five. Dexia, the bolding company 
controlling Credit Localde France and Crfidit Communal 
de Belgique, said it-wixbdrew because of the negative 
impact on its nninciai ratios and the limited synergies 
that the acquisition would generate for such a large 
investment , 

The group said it had taken note of opinions expressed 
by the credit rating agencies as wen as its shareholders, 
while stressing that its Belgian partners bad been entirely 
favourable to the project As the deadline for the privati- 
sation closed yesterday evening, the French government 
said five candidates had made bids? ABN Amro, BNP. 
CrfiditCommercialde France, Credit Mutuel and Soctete 
G6n&rale. 

Seven candidates bad examined the confidential finan- 
cial information on CIC available in a “data room 1 ' during 
the tender, but another candidate, Gtofcrale de Banque of 
Belgium, pulled out. The state privatisation co mmissio n 
is expected to granting the offers at the start of March, 
and hold hearings with all .bidden as well a s CIC and 
GAN.-the French insurance group which controls CIC and 
will retain a minority stake after the salt The govern- 
ment said yesterday that a -decision on the w inning bid 
would be made by the end of March: Andrew Jade, Paris 

■ PHARMACEUTICALS 


P&U to invest SKrl.lbn in R&D 

Pharmacia & Upjohn, the US-Swedish drugs group, is 
planning to invest SKrl.lbn ($i36m) in new research and 
development faci lities in Stockholm. The company said 
tiie new centr e would employ about 235 researchers in the 
Swedish capital, although Its annual R&D spending of 
8900m would remain largely unchanged. 

About 30 per cent of the group's R&D resources will be 
spent in Sweden, with the remainder divided mainly 
between research sites In Milan and Kalamazoo in the US 
The company confirmed, however, that its was still nego- 
tiating the sale of its research activities in Lund, southern 
Sweden, to Active Biotech, the Swedish investment com- 
pany. 

■ Separately, Fred Hassarvduef executive, told an ana- 
lysts .meeting in Stockholm that brokers' forecasted aver- 
age of 15 per cent profit growth this year was too optimis- 
tic. “Analysts are expecting too much too soon.” he sakL 

In a briefing following last week’s annual results, Mr 
Hasaan described 1998 as a “tumround around year”, but 
remained cautious about the likely profits. “Since Decem- 
ber, ~the negative currency effect and developments in 
Asia mean that one should be conservative with fore- 
casts " he said. P&U last week reported reduced foil year 
profits of 8739m. compared with 8997m. onTower sales of 
86.4bnfor 1997. . . - . . Tim Burt, Stockholm 

■ TEXTILES’. .... 


Lenzing losses quadruple 

Net losses or Lenzing, Europe’s biggest viscose fibre pro- 
ducer, quadrupled. to Sch656m (851.3m) in. 1997. The highly 
geared group, which is pizming its faith on its new Lyocell 
brand to beat off competition from cheaper man-made 
fibres, reported worse than expected losses because of the 
need to take Sch4l9m of provisions and asset write-offs at 
affiliated companies surii as Lenzing Fibres Corp in the 
US and Bacell in Brazil. 

* Group sales fell 8 per cent to Sch7.2bn in spite of a rise 
in sales volume. South Pacific Viscose, Lenzing*s impor- 
tant indonBrian affiliate reported double-digit losses 
becaus e of th e Asian currency crisis. However, a revalua- 
tion of SPY’S assets offset the higher cost of doUar-based 
loans, so no provisions were necessary for the repayment 
of SPlTs loans. 

Lenzing. which wrote off Scb532m at Lenzing Fibres 
Corp in 1996. madefiirther US provisions in 1997 but 
expects the US to hrerric even this year. After two years of 
heavy losses, I renting expects to make a profit in 1998. 

William Hall. Zurich 

TELECOMS 


Charges hurt Tele Danmark 

Tele Danmark, the Danish telecommunications group, 
yesterday rushed out its 1997 results to damp market 
speculation about the size of charges taken for job cuts. It 
said pre-taxpr ofits slid from DKiSbn in 1996 to DRr2.9bu 
(8417.7m) last year, while net profits were down from 
D^rS.lbin to DKrLSbn. . 

The slide was attributed to redundancy payments of 
D Kr l bn in Danmark and another DKr873m for job cuts at 
Belgacom; the Belgian company in which Tele Danmark 
has a 16.6 per cent holding. Turnover rose 24 per cent to 
DKr29bn. Earnings after net financial ffrynP blit before tbe 
redundancy charges were up by DEWOQm to DKr4.7bn. 

The most-traded B shares fell DEj- 12 to DKx445. 

Hilary Barnes, Copenhagen 

BROADCASTING 


Canal Plus to beam into Poland 

Canal Plus, the French pay television operator, said yes- 
terday it would start broadcasting 14 digital channels by 
satellite into Poland next autunm. The move will pit the 
French company, which has 240,000 subscribers for its 
local terrestrial service, against At Entertainment, a US- 
fohded satellite broadcaster which says it will begin 
beaming 14 digital channels into Poland next April 
At Entertainment is jointly .owned by David Chase, a 
U S-bas ed cable television operator in Poland and Advent 
Inte rn ational, foe private equity investment company. At 
Entert a i nm en t raised 8200m 4hri>ugh-an issue of new 
shares to finance toe digital television project in Poland. 

Christopher Bobinski, Warsaw 

POLAND V ' 


Further KGHM stake sale sought 

Polan d wants to sell another 15 per cent of KGHM, the 

copperproducer, to ^instihitfoiml investor, Rmii Was- 

acz. treasury minister, confirmed yesterday. The move 
wouia follow last y^s flotation of one of Poland's larg- 
est listed industrial companies. In which the state 
retained a 60 'per- emit' stake. A shareholders’ meeting yes- 
terda y repl aced the supervisory board of KGHM. Andrzej 
Wtik, former head of Poland's industrial confederation, an 
employers’ association* fe ast to Income the new chair- ■ 
man - ■ v. ;; ; . ChrisujpherBobtnski 

PACKAGING- tV 


MMK posts 44% advance 

one ofEu ™Pe’s leading producers 
44 Per cent to Sch644m 

&>0m) in-1997 but has left its dividend unchanged at 
Schl7 a share. Group sales rose 10 per cent fo SchlLSbn 
and equating margins rose from 7.3 per cent to 9:1 per 
«nti The cartonbt»rd division, which increasedpnSic- 

^ tonnes and gaS^mar- 

k^sh^ /benefited from higher prices and staWeraw 

°fH. J. Reynold Gen^cig- 

areite carton plant helped increase sales of converted 
t °. 215 ’ 000 **** andhasfofde 

P ***** E «roPean cigarette carton 
produces. MMK shares closed up Sch7^0^^m50 
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By Roger Taylor 

Mayflower Corpora tkm. the vehicle, 
body designer ; and manufacturer k 
lass formerly: declared, peace, with 
Vickers, the defence and "engineer- 
ing group that it threatened to bid 
for In November. 

John Simpson. Mayflower's chief 
executive: . said- yesterday he- 
w anted to pot the. issue behind 
him, as the comjpany. announced a 


offers Vickers a bouquet 


sharp rise in 1997 profits. He made 
dear that there was now no possl- 
. 'bility of Mayflower bidding for the 
much large* company. 

However,, he said shareholders 
bad been wining to provide up to 
£1.5bn ($2-5bn) of funding for a 
Vickers bid - financial support 
which was; stiH available should 
another opportunity arise. 

The company ’ could afford to 
- spend up to £250m cash before hav- 


ing to call on shareholders for 
funds, he added. The company was 
in talks about acquisitions, but 
nothing was likely to be concluded 
in the next six months.. 

Mayflower has said it wants to 
grow into a business with about six 
product lines, each contributing 
more than £50m in profit. So far, it 
has just two: vehicle body panels 
and buses. 

Hie abandoned bid for Vickers 


cost Mayflower £1.9m, although 
costs were lower than might be 
expected because many advisers's 
fees were contingent on the bid 
proceeding. 

Mr Simpson added that investors 
appreciated Mayflower as a com- 
pany which “thought outside the 
box". Such innovative thtnking 
inevitably meant the occassional 
loss, he said. 

Operating profits rose from 


£23i>m to £3£.2m. on turnover up 43 
per cent at i293m »E275mj. After 
exceptional costs, including the 
bid. profits were £33.3m 
on earnings per share of l0.23p 
<5.32p/. 

The results were in line with 
expectations and the shares lost lp 
at 173 s . jp. On forecasts for this year 
of £43m pre-tax profits, the shares 
are on 13.5 times 1&9S earnings. 



after hard week 


Scheherazade Daneshkhu talks 
to Sir Ian Prosser of Bass 


Operating prafirbreakaown IEm) 
Year to Sqptunbnr 1907 


F or someone' who has 
spent the past week 
In London, Tokyo and 
New York twice. Sir lan 
Prosser, chai rman and chief' 
executive of Bass, was 
remarkably lively yesterday. 

The excitement of clinch- 
ing a £L9bn deal on Friday, 
night to acquire fnter&rati- 
nental Hotels and Resorts 
bom Japan’s Saison group, 
has clearly energised a man 
criticised for being good at 
selling assets, but not at 
buying them. 

The group, which, is virtu- 
ally ungeared, was seen, as 
desperate to make an acqui- 
sition after last year’s, set- 
backs in its attempts to buy 
Carlsberg-Tetley. the UK 
brewer, and William Hill, the 
betting Shop chain, . , . 

The sale of most of its lei- 
sure businesses - Gala bingo 
and . Coral betting shops - 
and its effective exit from 
tenanted pubs, left it with 
plenty of cash, even after a 
promised £850m share buy- 
back. 

“Do you want to. know the 
truth?" asked Sir lan. ‘.‘We 
have felt under no pressure 
to buy - none at alL" 

Sir lan, who was long crlt- . 
idsed for paying $2.3bn for. 
the Holiday. Inn chain in 
1990, was keen to show he 


had not overpaid for Inter- 
Continental. . ' 

The '$5L9bn price repre- 
sents a hefty-looking 16 
times earnings before inter^ 
est, depredation and tax id 
1997 a£ 3179m, a. premium to 
the 13 times- EBITDA 
recently paid by Starw ood in 
a Sl0.2bn deal for ITT Corpo- 
ration.- owners of the Shera- 
ton hotel chain. 

However, Bass argues 
that, for a one-off investment 
of $50m. it will make $40m 
annual savings through res- 
ervations, purchasing, sales 
an d ma rketing, implying an 
-EBITDA multiple of just 
under 13 times. ’’ 

Moreover, it . expects the 
value of Inter-Continental's 
22 owned hotels - which 
account for tbre&quarters of 
the profit - to rise from the 
S2.ibn price at which they 
were valued for Bass earlier 
. this month by. Richard Ellis, 
chartered surveyors. It will 
. invest £750nr -over three 
years. 

Revenues from branded 
upmarket hotels have grown 
at nearly 8 per cent a year 
over the last 10 years, a rate 
of growth which the com- 
pany expected to accelerate 
over the next decade. . 

Mark Finnic, leisure ana- 
lyst at NatWest Securities 



Barclays and 
StanChart 
deny £36bn deal 


said: “The deal, even, with 
the savings, still looks 
expensive and is a reflection 
of the strategic necessity to 
make the acquisition.** 
Shares in Bass, which 
have underperformed the 
market by 10 pa* cent over 
the past 12 months, closed 
up 56p at £10.16 - an indica- 
tion that’ initial reaction bag 
been swayed by Bass’s argu- 
ments. 

P aul Slattery, leisure 
analyst at Dresdner 
Kleinwort Benson, 
believes the potential for 
growth should not be under- 
estimated. “Bass has sold 
businesses that were small, 
limited in growth prospects 
ami UK-specific, and bought 
a world brand with major 
growth prospects.’’ 

The acquisition of the 187 
international hotels, in addi- 
tion. to the group’s Holiday 
Inn, Crowne Plaza and Holi- 
day Inn Express budget 
chain, will make it more 


vSES. 

Branded drinks 


evenly balanced between its 
core businesses of hotels, 
branded drinks and leisure 
retailing. 

Bass will incur about £2bn 
of debt after the purchase 
and the share buy-back, giv- 
ing interest cover of 5 times. 
This will limit its ability to 
make a large purchase in its 
core brewing business. How- 
ever. Sir Ian said the group 
would continue to add to its 
Czech and Chinese brewing 
interests and still aimed to 
expand into eastern Europe. 

"The base has been 
restructured significantly 
over the last 6 months." he 
said. 

“When we look forward I 
believe those three busi- 
nesses, of leisure retailing, 
hotels and branded drinks, 
will exist I very much hope 
the pub business and the 
brewing business will be 
much more international 
than they are now, and that 
the hotel business will be 
significantly larger.” 


By George Graham, 

Banking Editor 

Standard Chartered and 
Barclays yesterday denied 
that they were in discus- 
sions. moving to quell spec- 
ulation that they were in 
talks on a deal to create a 
£36bn (360bn) international 
banking group. 

Barclays said that “while 
it continues to monitor 
developments among its 
competitors throughout the 
financial services sector, it 
is not in discussions with 
Standard Chartered”. 

Standard Chartered, 
meanwhile, said it wished 
**to make clear that it is not 
in discussions with any 
party concerning a merger 
or takeover”. 

The two hanks squabbled, 
however, over which chief 
executive had raised the 
subject of a possible combi- 
nation. 

Separately, Barclays 
announced that Sir Andrew 
Large, former chairman of 
the Securities and Invest- 
ments Board, would become 
its deputy chairman on May* 
L He will take over from Sir 
Peter Middleton, who is 
retiring but will remain a 
non-executive director of 
Barclays. 


Sir Andrew, a former 
board member of Swiss 
Bank Corporation, is expec- 
ted to establish links 
between Barclays Capital, 
the group’s debt investment 
banking unit, and its busi- 
ness banking operations. 

Standard Chartered’s busi- 
ness has turned around 
after a series of difficulties 
in its far-flung banking 
empire, which covers Asia. 
Africa and the Middle East, 
resulting in a surge in its 
market capitalisation to a 
peak last vear of £l0.7bn 
(S17.86bn>. 

While it was often 
regarded as an attractive 
takeover target, its high val- 
uation made it expensive. 

Today, its value has fallen 
sharply as a result of the 
economic turmoil in its core 
Asian markets. While that 
makes it more attractively 
priced for a bidder, it leaves 
the buyer in much greater 
uncertainty over the quality 
of its assets. 

Martin Taylor, Barclays’ 
chief executive, admires the 
way Standard runs its 
operations in Asia. How- 
ever. he appears reluctant to 
consider acquiring the h ank 
while the future of the 
Asian economies remains so 
uncertain. 
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Axe Britons’ replacing 
their affection for green 
fields with a love of urban 
living? Anyone witnessing 
the mushrooming of coffee 
shops in London would be 
forgiven for thinking that 
the transition to a conti- 
nental style cafe society is 
well under way. Supermar- 
kets struggling to get 
permission for out-of-town 
developments are starting 
to return to the city cen- 
tre. And yesterday it was 
the turn of John Prescott, 
deputy prime minister, to 
sing the praises of urban 
living with his new policy 
encouraging brownfield building developments. 

Arguably Mr Prescott was doing nothing more than 
confirming wbat some of the more imaginative house- 
builders have been doing anyway. 

Brownfield sites are cheaper than greenfield ones 
because they tend to be in inferior locations and require 
some rehabilitation work. For imaginative housebuilders, 
this has offered an opportunity to make a decent develop- 
ment turn. 

But there are limits to this process: the fact is that 
many brownfield sites are in places where people just do 
not want to live. Mr Prescott’s comments favour the more 
entrepreneurial operators. But for most housebuilders, 
the more pressing issue is to recapture the affections of 
investors. 

A discount to the market of 45 per cent, despite a 
benign backdrop, testifies to deep disillusion. A big diffi- 
culty is that many of the companies are small and illiq- 
uid. Perhaps it is time for the corporate financiers to 
sharpen their pencils. 


Correction: Montanaro Holdings 


An FT report yesterday 
inaccurately stated that 
three directors of Montanaro 
UE Smaller Companies 
Investment Trust had 
resigned after an internal 
disciplinary investigation. 

In fact, the three directors, 
James Baker. James Cotton 
and David Shapiro termi- 
nated their service contracts 
and resigned as directors of 
Montanaro Holdings Ltd, 
Montanaro Company Ltd 
and Montanaro Investment 
Managers Ltd on the ground 
of breach of implied duty of 
trust and confidence. There 
have been no resignations 
from Montanaro UK Smaller 


Companies Investment 
Trust. 

As stated in our report, 
two of the directors. James 
Baker and David Shapiro, 
were suspended pending a 
disciplinary investigation. It 
follows that no such investi- 
gation had been concluded. 
Solicitors. Finers, were 
instructed by the three to 
conduct an investigation 
into the company's affairs. 
The validity of the two sus- 
pensions is disputed and the 
three directors are consider- 
ing legal action against the 
company. We apologise to all 
concerned for the inaccura- 
cies in our report. 


TOS NOTIC E IS IMPORTANT AND REQU IRES T HE IMMEDIATE AT TENTI ON OF BONDHOLDERS. IF BONDHOLDERS ARE IN ANT DOUBT 
AS TO THE ACTION THEY SHOULD TAKE. THEY SHOOED CONSULT THEM OWN INDEPENDENT PROFESSIONAL ADVISERS IMMEDIATELY. 
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B-A.T- INTERNATIONAL FINANCE p.l.c. 

{tbeTwuer'*) 

(Rcom pto r iacarpcnicil with limited Sflbilny under ihe iaw? of Engfand mitWal 

NOTICE OF AN ADJOURNED MEETING 

of the holders of the outstanding 

£200,000,000 8. 5 per cent- Guaranteed Bonds Due 2005 of the Issuer 
(the “Bondholder*” and the “Bonds” respectively) 

NOTICE IS HEREBY GIVEN Ihxi the Matin* of the 
- - broarfi bek of * 

ioaTbnto.i: 


iEC2A2H3< 
l £S0MKXU>Mi 9*'. per rent- < 


convened by (fee latter fee Friday, 20* February, 1998 byt^ Nobee dared Zath January, I 998putiisbed in 
and that the adjourned Meeting of the Bondholders win be bdd a> the office! of Herbert Snath, Eoxhanar House. 


b Mato, 1 OTS ■« 1 LOO rem.' (London tori i or so soon thereafter on that dace as the adjourned Meeting of die haklcn of the 
Bunch Doc 2020 of the Issuer convened far die me due h«s heat concluded or farther (detuned) far the pupae of 


-TYmteOai 


"THAT t 


,1995 (the “Tnai Deed”) 
c for the Band 




1 be cropped a Enraordinary Rcvobmon in i rrredance with the piwamn of the Trot Deed dacd 
, BAT Industries plc-aa guarantor (the “GuaraaroO and The Lav* Debenture Trust Corporation pic. (the 


EXTRAORDINARY RESOLUTION 


of the 
bytbeTtarDccd 

pit (the “Three*”) 

of *0 of the 



o ur na ndln g &Q3ftOOflOQ BA per ecus- Gn mante ci d Bond* Doc 2005 t»f BAT. Intenucotad Finance pic. tibc-Bandi*aad the “Issuer* 
d dared 14th P m nitx x.lWS flto ~Trtre DeeQ node bu u mu the lamer, BATlndustrie»pJ.c-as gn*rem o r trhc TOnatunorDredThc 


Inariiure and ftenby of Acruanratraicpra-iedin the faunal of the 
2005 (the “Refarace Sloth**) to be ascertained by — ‘ “ 

t price of the Reference Stock at* 

(21 re the early r epaymen t by the barer of afl (but hot some only) of the 
- - 1.. poled (the -Rented Repayment DaRDin 



mem Price") which it the hjgfcer of par and the price ferreted at a p er c c nragc 
dt%« whfab r eA^i ricm yreld «i ffii Boerir ■ equ ate 30 ba th jxran 




authorises and direct* theTVtntec locoocartn the fagplemcmarimi cf the Proposal and *i 
ehtags that tray be ooreoary or expeffiemw retry ore and gfae efto® the Ptoponl and 


re remprambe c£ or arrangement m respect oT. the rights of die Bondholder* red ihc holders of die 
whether or oat rech right* me under the Trim Deed, involved in re renhaag from the Proposal and i 



The I 


r of m e m be r , of fee ArKOldcg of Brilitb farmer*, i 

* far early repayment of the Bomb id be accepeaUe and i 


adn uadfr 9.9 per cent, in pnsapa) 


re r — .~i r fy. liare re c ei ved advice from BgrchrvsCangal Grouy IP ihc R r pvyo i e nl Price.convKlcrihar'hr terms cf ihc Proposal conramrd 

-r- Mrmd rare— (Ne awd toifaebeti fa i eereanofritc B ondholdr r i re a whole. BudaytCrefeal Group knot rea pww*i lc, fa re e o er , far tay put of 
24odcc> , 

tr,«. BHmnnfinarv Readntirei fe pitted, pwtatna of the Repaytnmt Price tsdaccraed faurttc orO be made in accordance wsfa ConditRai 7 of theTenns tad Coadh»at of the 

ed Coupon* appenammg thereto at the tpeeded office of a Paying Agent on re after the Rented Repayment Due. 
the quorum requital far the adjourned Meeting w hi ch it are our in paragraph I of “Vodn* 



nf vnnwrmifiatB md Totfaa imtxweboa fount are aaadabte far eoUeetfaa red oapfea of thrTVnst Deed (fadndmg ibclhrmi tod Condi dona of the Beads) 

Prong Amrer**””*™* dreed 14th December. 1W fdtttng IQ die Bonds, (be Offering Circular dated Bib December. 1045 m 

and the Annual Reponu^ Aoeums ofdhe Guarantor for each irf the yean aided 31st December. 1W5 red iWh twantubhfc far inq>eetKa>b;B- 
SlSSStrffarPnyfasAseretrerou.b.fer-: . - - 


’ “Vsdng 

rapectof the 
by Bondholders n 

VOTING AND QUORUM 

etoch Meeting dther die BntrdlO, re a valid totfag cendlcaie re valid voting 

s ro.the Boodlst, at toapeet of which he lTtbo.ro vote. ... 

a may cither ddmr hit Bondfa) re vbdagceni&cnelt) to the penon wiroui he rahet to attend 
efiran the >pcclficd<>f&ceeo( the lhyiagAeaiti set out Mow) or, where hit Boadft) tafarehrld 



a—--— 

SSaSoimed far hetdingof thead»oirerelA 


far 20th Febnury, 1998 wiffbt rehd far tbeadiounrei 
uncalled by the fane being 24 hour* before, the 


(3! The 



id* or voting certificate* nr 1 


; of theBondt far the rime be l^u re t e a ngag (at defined in thcTniat Paed>. 

that H dx.BondhnhicTt etthcx.prrean re a pprope m riy repretoned ur thr at^ourned Meeting trr 
aonnwo, m oww*»p«a»dy the Aoperel, anot be formally ctwtidped thereu. in du area, BonAoMcn would not have 
rv ReinJufioa hi tho tbrescr nf a farther adjourned Mectiog (which would ore he convened onkaj there an ■ cuffieirei 


w peocre cretSbchfau Borefa Of wring c arihcM Bt or hetngpro aia red An ***** ■ «* fcathm nw per cm l in 

^ . On. Am ^nantfec v erTPegon who is present mpetvcattndpcodnreifl Bond orvoteiBcrntScttcoruapngTlIaJl have oat 

■: re £«Hi£ | luII^ one^ tree to respeetofead)£] flOOtafantopal uranm of the Benda to produced rer^retentd by^ ti * «Urag ccnficafe 

so prpd wri or mjreatica^wlu th Mjhnam wiiMUi tfMiltiiSiadwteqiinciitftlawirran. If patcd iheEimar dliw ar*o)urimi«ah* 

(5) «^ M»u-mtinnrnedMaerii« jndwhrtfa«rornreBodnc.ai»dnpflManhjlderaofiWerettenupo niiiu ' Uurt i nlrre toilieBonife. 

' m WnH.to-a.444 171 
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mUNOPAL HBING, AGSNT 

Bordm^nuakPLC 

SAwiCnn 

• Tbrogw»«S^^“K2R7in- 

TtaTdoncengiTattV. 


. OTHER BVYING AGENT 

- IwtM- Hl— mW * I < * 

dpTnnriTEid) 

L-1470 Luxembourg 


TRUSTEE 

The Law DebnarnTmt Corporation pic. 
Pimces Hnma 

95 Greritaa Sorer, London EC2V 7LY 


Dated.- :4Ut Febr uary, 1048 


THIS NOTICE IS IMPORTANT AND REQUIRES THE IMMEDIATE ATTENTION OF BONDHOLDERS. IF BONDHOLDERS ARE IN ANY DOUBT 
AS TO THE ACTION THEY SHOULD TAKE, THEY SHOULD CONSULT THEIR OWN INDEPENDENT PROFESSIONAL ADVISERS IMMEDIATELY. 




B-A.T. INTERNATIONAL FINANCE p.I.c. 

(the “Issuer") 

(a company incorporated with limited liability under tbe laws of England and Wales) 

NOTICE OF AN ADJOURNED MEETING 
of tixe holders of the outstanding 

£300,000,000 9 Vi per cent. Guaranteed Bonds Due 2020 of die Issue 
(the “Bondholders” and the “Bonds” respectively) 


on thardete as tbe Meeting of the boMert of the omuandmg 
date hat been concluded or adtonrnedl for thr porpote of considering 
accordance trail tbe provwi oos M ihcTrnu Deed dated 27th October. 
Law DebcnttnrThm Corponnon p Lc ilbe~Tnrerc"i re mater 


NOTICE IS HEREBY GIVEN dm the Meeting of the B co JbcH a * convened b, the Ittuer for Friday, 2Dth February, [nog by rfa Notice doted Jsarury. 1 published m 
rhe Finan cial 7™c wre adjourned mrough bek of t quensn red that tbe adtontned Meeting of tbe Bondholder* nil be held at the office* of Herbert Smith. Firhangc House. 
Prunrow Sneer, London EC2A 2HS cnThundir. 12th March. lOUBat Jtf.45 are. (London mne' (or urn 
Ul. 1500^00^)00 6- Y» Gtmarneed Bonds Due 2003 of B-VT Capital Corporarem cremmcd for the son 
red, if tfaua^vl fa. pasting the faUoiniic Resolurion which will be prupo^ed as an Extraordinary Rreolimon 
1 995 (the “Trust Deed*) made between tbe baucr, BA T fadusnin pJ c as guarantor t the “Guarantor*") 
far the Bondholder* and cooautunng the Bond* 

EXTRAORDINARY RESOLUTION 

"THATthwMceoDEoftfaeboldmofihgo uw cB Mlm s £3004)00.000 » ■ per can. G n a ni n tee d Bonds Due NOt' of BA.T. International Rnaacr p 1 c. (the -Borate" and tbe “Issuer - 
revpecmetj) cmTmned by thr Trust Deed dated 27* Licubci. 19*5 I theTnnr Deed”) made betwcot the Issuer. BAT Induimc* pl.c. n guarantor (ibc* I Guaraaiar''< and Tbe 
Law Debent ur e Tran Corprearion p.Lc (the Thoree"t as trustee for the bolden of the Bonds (the ‘ Bondholders') hereby: 

(1) n cuoos and approx* the cart* rcpeymcsuofanofibc Bonds at a n.p4)umit price ithr “Repayment faicr") which h the higher of pax and thr price lerpmicdai a percentage 
of the pri ncipa l amount thereof munded to three decimal plares. 0.0005 hemg rounded upwmlsj at whn± the gross redemption yield oo the Bonds a ecfual to 12.5 basil points 
(0.425 per crxu ) ifco* the gran redemption yield lexpniaed as a pcxcemage and calculated on the basta mdxated by the Joss Index and Claudication Committee of the 
fasunneand Faculty of Actuanes as reported in the fatunal of the Imotnjr of Acmanes,V)L l(ry, Part 1. 1978, page I8i on the B percencTrcarurrStcchdur 7 th June, 2CCJ 
(the “Reference Stoch") to be ascereuaed by Barclays Capaai Group as at 3.00 p m. fUardou oax) oo ifae date ec vdndi dm Ex g vo rdin ary Resol\i>Monpaucd,Bfasigihc 
middle market pnee of the Reference Stock a such tune on such dqr os determined lw Barclays Capital Group tthe -‘PruposaT>; 

(2) sa naion s the early le pj enr cn i by the Issuer of all (but nor some only) of the Bonds on the date bang tbe third Lcmdanbusinevs day MlowuiB the due on winch this Extraordinary 
Resolution n pasted (the “Revised Repayment Date" in accordance with the Proposal, toectho with accrued Int e res t , such that the Issuer shall then be bound ro r ep a y the 
Bands on soch date at the Repayment Price red pay interest on tbe Bonds to accordance with thr Conditions of the Bonds op to but excluding tbe Revised Repay mem Date, 
mbimiotbc p r m r wag ofO m d m antofthe Bonds: 

iJ) rancDcna every modtficauon. ahrapmon. rananon or comprtxsusetif.rearraagcsuasot respect of, the nghu of the BaadbaUers red the bolder* of the Coupons appertaining 
to the Bonds against the Issuer and the Guarantor, whether or not such rights arise under tbeTrua Decd. iuv oived mreresultmg horn the Proposal and its hnplcm motion, and 
(«) anthonacaaad dreca thcTrunte to roncur io the napkoMinatioa of the Proposal and this Extraordinary Retolnnou and to execute and do all aucb deeds, instruments, am red 
things thar may be necessary or expedient tv carry out and pve effea to the Proposal and this Estraudtrary Resolution.'. 

FURTHER INFORMATION 

On loth Ocrabcr, 1-W7.it wu announced i the -Announceraent~l that thr boards of *e Guarantor and Zuncfa faauzooce Company i’2unch"i had reached agnemsn us prmapk 
to merge tbe Guarantor's fin a ncia l services busmrwc* with Zurich to create a new combined fi n a nci al services business to be called Zinich Financial Services Group. A legally 
binding agreement rebate 10 die merger was subsequently cater e d into by the Guarantor and Zoncfa on 22nd December, 1997. Implefftcotirooo of tbe merges may give rise to an 
event of default In re sped of tbe Bonds which may. to nan, result in the Bonds becoming tmoirdiarety due and repayable at par together with accrued interest, fa die Announcement, 
n was retted that tbe Guarantor wished to pireeci the mrercsts of tbe existmg bolder* ahosn stock, bonds and notes issued or guaranteed by the Guanuuot and had, m prepanmen 
lor the renoenc emen t cf the merger, pot in place an uadenmnen finvnftng (ootoy for its general corporate purposes which would cubjcudi debt to be refinanced. Tbe Proposal 
reflect* tbe Guarantor's dtstrt so [ rant the interests •>( the BundhoUervTbe s e p a rate proposal foe the tatrty repayment of the outsundutg £M i £94 JW1 1 per cent. Unsecured 

Lnen Stock 200 F2008 rfdw Guarantor referred to m die Nonce (the -Original Notice*) co pe e mag the ongmal Meeting of the B onrlh i i l dm liar 20th February. 1998 was appr w ed 
by the bolden of such Loon Stock no 20lh February. 1998.The mretutg of tbe holder* et the £200dK)0.0«» 8.5 per cent. Guaranteed Beads Dnc 2005 of the Issuer guaranteed by 
the Guarantor to consider the s e para t e proposal for the early repayment of sodi Bondi referred to in the Original Nonce was adiouraed ftr lack efc quorum and * to be cotzudered 
at in ichoumcd meeting of the bolder* thereof convened far 1 2ih March. 1998. A separate proposal for the early repayment of the outstanding UX 8500,CV»s,000 0'-: V Guarameed 
Bonds Due 2003 of BAT Capua) Corporation guaranteed by the Guarantor b bring pur be fo re the bolder* thereof mj 1 2th March, 1998. Tbe outstanding U.S.S400, 004,000 
b% Guarameed Notes Due 1998 of BAT Capaal Corporation guaranteed by the Guarantor which mature m April 1998 will be repaid m acctedance with their terms. 
Impkmcmaa'oaofdiePrupaaal snoteondrunrul upon soy proposal m rdonoo to any other sccuneici of the Issuer, die Gitaramor or any of dir Gnmmmnr's other so bv a fi anev having 
become re beconungeflecove and knpkmemapoo of the mergerrr not coodidraial on approval of the Props-sal by the B tmdholde r s. 

For {gus w ariwt pot^ves rely, if the Repayment Price had been required to be dcttrmmed on 1 9th February. 1998 (the laien practicable date pnot w the publronion nf thrs Notice) 
rt would hove been £1,330.7! pcrflAXKlpruknpal xmounr of the Bonds. The middle mmiet qnceanon he the Bonds on that date, asdcrivrd &om the London Suck Exchange Daily 
Official Lot, was £1,330.00 per £1.000 principal amount of the Beads. However, the actual Repayment Price wtH not be det e r m i n e d unri) the dote oo which the Extraordinary 
Rcvolturoa is passed arid iz could be higher or lower than rudi price depending oo tbe pner of the Reference Slock oatbai dare. The middle marker quotation far the Bonds on (Slh 
Oaobcr, J 997 (the day brdrec the Announcement'', as derived from the London Stock Exchange Daily Official Lisa, was £1 .1 oh JS per £ 1 .000 prmapal amourn of the Bonds. 

In accordance aid) arymal pemciioe,d>eTri>rr«, whLb has nos been bxnNcd in the formulaxioo of me PropomL expresses no apuurai oo the rntna of the FropusaL It has, however, 
outhonaed it to be noted dial, on tbe bosb -A die mfaematka *o out hcrem, a has oo otyecnon to ibe Eatra-ndmary Rcsoluuon bemg presorted to the Bondholders for ibetr 
comtdersrson. TbrTrimee maeanrads Bondholders who are m any doubt re to the impact of the Proposal or the tax consequence* of us implemenurea to leek their cmtq 
p i ufcr o o nsl advwe 

The Issues has dneoesed die Repayment Price with a spooal commtnce of members of tbe Aasocinion of Briusb fasurov representing jpprov u narcty 28.0 per cent, m pnnapal 
amount of the Bomb otnwredaig-Tfas commnrrr consider* the terms for eariy lepaymmu of the Bonds to be acceptable and on ends io support the Proposal 

The Direcaorv of tbe hraer and the Guanmor, who hare received advice from Barclays Capital Group as to thr Repayment Pricy, consider that (be terms of ibe Proposal contained 
in the Extraordinary Resolution are fair and reasonable and in (be best interests of the Bondholder* as a whole. Bshdoyi Capital Group is not responsible, however, for any pan of 
dm Nonce. 


r Rotqonoa n passed, poymesnx of the Repayment ftu and accrued interest win be made in accordance mth CeuidUum 7 of the Terras and CoDdfoom et the 
i and surrender of tbe Bonds and aQ unmanired sucresi auipuns apperuimng thereto at (he specified office of a Paying Agent oo nr after the Revised 

RcpeymenrDxie. 

The attendees of DiiiuDioldrrv la pardenkriy drawn u (be quoavno required (hr the adjourned Moating which m set onl in paragraph ) of “ Voting 
■adfawnm-kcW 

Copies of Bpan£ cent Scales end uoung iaslRietian farms are aratiahle far cnl le atoa and copies 0J tbe Trust Deed i including the Terms and Condition* of the Bonds > refe r red to in 
thn Some, the Announc em ent, the Paying Agency Agreement dated 27ih C'ciotw, 1 995 rebimg io ihc Breids, the Oflermg Crrculv daied 24th Ocictwr, I M5 nt respect of ihc usae 
of the Bonds and tbe Annual Report and Acconnnof the Guarantor for each of the year* ended 3 1*1 December. 1995 and tovt, arc available for ntspecrica by Bondholder* m the 
specified offices of the Paring Agents set out beto* 

VOTING AND QUORUM 

fl ) A BcnlboMer Wuhmg to os end aod rote of ihc adtooroed Mecaug in person must produce ar such Meeting rnhrr tbe Bond's), or a valid wtsig certificate or vabd voting 
errrifiane* aoued by ■ Paying Agem relative ro the Boadt*,, m retpeer of wfadi he wishes «o rote. 

A Brei d h old er not wishing to attend ami me at the adjourerd Mretmg m person may enherdebter ha Bcmd(s) orvoaoBCcrtiiicilet*i to die person whom he wnhev in an end 
co his behalf re give a r e - ra g nsstrucaon ion 9 voting instruction farm obtainable from the specified offices of the Paying Agents sei out bdoa-i or. where his Bondti.i mare held 
by Cede! Book, societe anoayme fCedrl Bar*”/ or Morgan Guaranty Trust Company of New York, Branch office, as iterator of the Euradear System f"Eurndcar - F in 
accnadrere with the procedures of Ccdri Banker Eurociear.mstiuctinga Rmng Agon to appoint a pratr to attend and tree at such Meeting in accordance with hn iostructioin. 
Bonds may far deponaedmth any Fhymg. 1 Igerti « rio ibe sanfacd.m of such Paying Agent) held 10 ns order re under na cotural by Ccdd Bank or Eurodear re any other person 
approved by such Paying Agent for Ibe purpose of rixatnftig rating cernficaie* re giving rotmg eistrnctiops in tespeq of ihc adjourned Meeting, mini the nmc being 48 bcfll* 
briar the time appointed far holding tbe afptimnl Meeting (or. 1/ applicable, any further adjourned such McCtlng.1, but not tbcreafier. Am Bondls'i so depomed or held wdl 
be released ■thecondaion of ihc adjourned Mernng (re. if applicable, any further idwumed such Meeting; or upon surrender of fee i.xmg cc ndka Will Or. nol less than 48 
hrem before she rime far wfaidi die hlfaunird Mcytmg lor, if applicaWc. nay funber odiouiiini tuch Mcrtaigi is cammed, the voting mstmctjoti r e ce ipt (s) issued in raped 

thereof. 

(2) Voting credfienn hvned and voting numicxiotis given and tbe a.ipijuitiuent of representor**™ for die Meeting convened for 20th February, 1998 will be valid for the adjourn rd 
Mcering unless they ore. m tbe cose of vcting certificates, surrendered before, or, m the cose of rocmg mstruenoos, revoked re imrndrsl by the tmw bemg 21 hours brforc, tbe 

ome oppomted tar holding of the adjourned Meeting. 

O) Tbe quorum required Jt tbe adwumed Meeting Is one or more person* present in p ersem bpUfmg Bondi or voting cenlficaiev or being proxies and bohBng or 
■ ""vn lhy In ■ pBi.p y jp rag llrav imr remry^vti, ^rjwi^pvl nmunnr rfiJwBMAh*i(viJ«..UH T «, »— i. rLT^e Deed). 
B fm d hn ld m should note dm quartan requtremmi rad should be aware thn i the BondboUai diher present or apprapmidt repmanal at thr odnuiraeJ Meeting ore 
irmaTkvnt m farm a ctunrum. the Exmortimary Rcofanon. and eeaseqnrntlv the Propoaal.caimot be formally cnpsidnrd ihrn-nr loittiirvi-ni R.-wtt,rJAiv not how 
a further opportunity IP consider the Harts jnfeitiry Resdnoon m the absence of a further adjourned Meeting (which would not be omvcunl untrsx owe trot a uiffiaent 
hkefahcodofsidicpionini rcq m r em cn bemg PDsfcl thereat i. 

(4,t Every auesuoc sutanitrcd to the idiottmed Mcetog win be decided on a show of hands unless a ncM is duly rii-manded by the f*tvmrooo rfri,» rioraef „ i^-.w. 1 — . 

or theTnareo or by one or mote penran present hrldmg Bonds <f voting coti&catea or bcang proxies and boldag or represanmg m ihe aggregue not leu than nm per rem. in 
prinayol amaum of tire Bcods then oucnnW Oo a show ofbands every perron who ■ pment ui person and produces a BcesJ or vDOng cemfkme or rt n jmy thall haco one 
vwr. On j pod every person uhc. is upmeit shxD hove one vote in respect of esdi ,000 m prmapal amaumof the Bondi so produced ur represented by d* <«mg cernficme 

so produced ar in lapcB of wind) hr is a proxy 

(5) To be parsed, the Exuxnfiiiuiy Resolurion IW°°<s a nunoniy m favourconwmngef not fen than three qua run ofihr tnie* ,-uw lfp.*u-d ihr EguaOBflmiV Rruihnvre mn K. 

biodbag iqm aU far Boodholdcrs, whQhc or utrt prevem at the adjourned Meeting and rrhaba- or not watmg, ud upon aD hdder? ofintriesT coupceu irvcrtatning 10 the Bonds, 
(bi BOiklboidenthauUcoaacrthefaUoBniigfarfiinherinformati(ucnivotingatthead|ounicdMeerav 

Barclay* Bank PLC (nnenuoru gait R n „;ll or Extl^iUm: telephone *41 171 bOO 3 *p7 , f*r *nm tr vqs 171 0994 1 54j. 

Beqic Imra naun sia k t Lmtembonrg 5 A 1 enc m s wi : Jeon-More Rjcborf. trlrphane *M3 4590 4214, facsimile -35; lyKi 4227>. 


PRINCIPAL PRYING AGENT 
Barclay* Sank PLC 
8 Angel Cotin 

Ttnusnanruvii Street, Ltmdoa EC2R 7WT 

Tlus Noaoe n pten hr 

BAT. Inurmlsaal Ftaanee pXe. 

Vatbor H«nc, 50 Vtctoria Street. London SV1 H ONL 


OTHER RAYING AGENT 
Banque Internationale a Luxembourg S A. 
69 route d'Esch 

L-l 470 1 nsembourg 


TRLISTEE 

The Law Debenture' Trust Corporarfan pXe. 
Princes House 

05 Gresham Stmt. London EC2V 7LY 


Doted: 24th February, 1 9qg 
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HSBC Holdings pic <Z> 


Results for 1997 


For the year 

1997 

1996 

Pnjfit before tax 

£4,9 71m 

£4,524m 

Profit attributable 
to shareholders 

£3 ,355m 

£3, 112m 

Earnings per share 

125.70p 

117. Sip 

Dividends per share 

50.00p 

41.00p 

Capital resources 

£25, 23 6m 

£23,4S6m 


Operating profit before provisions up 16% 

Pre-tax profit up 10% and attributable 
profit up S % 

In Hong Kong dollar terms, operating 
profit before provisions up 21%, pre-tax 
profit up 15% and attributable profit up 13% 

Earnings per share up 7% 

Dividends per share up 22% 

Second interim dividend of 30 pence per share, 
with scrip dividend alternative 

Total capital ratio 14.2% 
and tier 1 capital ratio 93% 


Comment by Sir William Purves, 

HSBC Group Chairman 

a The financial performance of HSBC Holdings in 1997 was 
satisfactory, with pre-tax profit up 10 per cent and strong growth in 
operating profit before provisions, up 16 per cent Attributable profit 
of £3,355 million was 8 per cent ahead of the 1996 figure. 

"Our Board of Directors has declared a second interim dividend of 
30 pence per ordinary share. Together with the first interim dividend 
of 20 pence per share, the total dividend for the year will be 
50 pence per share, an increase of 22 per cent over 1996. 

“ Our commercial banking businesses in the United Kingdom, North 
America and the Middle East produced results well ahead of 1996. 
while business in Asia hui affected by turbulent conditions. 

** The second half of 1997 and early 1998 haw been dominated 
by. these economic difficulties. The instability brought about by 
dramatically weakening exchange rates, attracted significant 
customer deposits to our branches in the region and a larger volume 
of customer business to our treasury dealing rooms. The coincidence 
of weak exchange rales, significantly lower stock exchange levels and 
high interest rales in many countries, however, has led to a 
deterioration in credit quality, the full impact of which is only 
beginning to emerge. 

“ The Group has set aside £175 million in the form of a special 
general provision, reflecting this unusual level of uncertainty; and, 
additionally, other general provisions have been increased by 
£116 million to £1.052 million. 

"Exchange rates again had an impact on our reported results, and at 
constant exchange rates, growth in attributable profit of 8 per cent 
would haw been higher, at 12 per cent Since the US dollar and 
currencies closely linked to it form the main currency bloc in which 
the Group’s business is transacted, our Board has decided that the 
Company will report its results in US dollars starting in 1998. 
Dividends will be declared in US dollars ; however, shareholders will 
continue to be entitled to receive their dividends alternatively in 
sterling or Hong Kong dollars or as scrip. 

“We entered 1998 with sound liquidity, strong capital and a 
conservative balance sheet attributes which lutve supported our 
profitable growth and served us well during weaker economic 
periods. Our business is well balanced geographically and by product 
line, and our commitment to cost discipline and profitable growth 
remains unchanged. 

“It has been my privilege to work with the dedicated men and 
women of the HSBC Group for many years. Although 1 shall retire 
from the Group at this year's Annual General Meeting, during an 
interesting and. perhaps, difficult period, 1 am confident that their 
commitment will help HSBC continue to seize opportunities and 
reward shareholders in the challenging times ahead y? 


The 1997 Annual Report and Accounts will be sent to shareholders on or about 17 April 1998 and copies may be obtained from Group Public 
Affairs at the address below. Custodians or nominees that wish to distribute copies to their clients may request copies far collection by writing 
to Group Public Affairs. Requests should be received by not later than 6 March 1998. 


COMPANIES AND FINANCE; UK 


US bottling sector stacks up 

John Willman on the implications of Cadbury 
Schweppes and Carlyle Group’s joint venture 


T he notoriously .frag- 
mented US indepen- 
dent bottling sector 
took one step closer to con- 
solidation yesterday, follow- 
ing an unlikely alliance 
between a British confection- 
ery and soft drinks group 
and a Washington-based ven- 
ture capital outfit. 

Cadbury Schweppes; 
which owns Dr Pepper-Seven 

Up. the third largest US soft 
drinks business, a nd the Car- 
lyle Group, a blue-chip 
investment firm, confirmed 
they were combining to buy 
two mid-western bottlers. 

They will pay 1724m for 
Beverage America, based in 
Holland, Michigan, and 
Select Beverages of Darien. 
Illinois: The two businesses 
will be owned by a new com- 
pany, 'American Bottling, in 
which Cadbury will own 40 
per cent of the equity and 
Carlyle 60 per cenL 
The two bottlers reported 
combined operating profits 
for 1997 of $6lm on sales of 
$937tn — minnows in compar- - 
ison with the much more 
powerful bottling companies 
that distribute Coca-Cola 
and Pepsi Cola. But analysts 
believe American Bottling 
could soon ta rg e t other inde- 
pendent bottling companies 
in a move to build up a pow- 
erful third force in the indus- 
try capable of challenging 
the two giants. 

“There are 223 distributors 


RESULTS 


in the US.' 1 said David Lang 
of stockbroker Henderson 

Crosth waite. “The scope far 

further consolidation is enor- 
mous." . 

Yesterday, John Sunder- 
land, Cadbury’s chief execu- 
tive, was unwilling to specu- 
late on any further 
acquisitions by American 
Bottling - although he did 
not rule them out He was 
concerned not to send out 
si gnals that might alienate 
Coke and Pepsi which dis- 
tribute more than 1 half the 
group's US soft drink output 
- including Dr Pepper. 

But the merger is impor- 
tant in giving the British 
group a secure “route to 
market" for ■ the 42 per cent 
of its sales which are outside 
the Coke and Pepsi systems. 
These include Seven Up, 
A&W rootbeer and S unkis t 
fizzy orange which are in 
more direct competition with 
Coke and Pepsi products 
than Dr Pepper. 

American Bottling creates 
a company which handles 
almost a third of Cadbury’s 
non-Dr Pepper US sales, a 
-consolidation that offers the 
prospect of substantial econ- 
omies of scale and much 
greater marketing clout. The 
two companies have nine 
plants and four administra- 
tive sites - the new venture 
expects to recoup restructur- 
ing charges of about $40m 
within two years. 


The two partners have 
agreed a five-year plan to 
invest in bottling plant and 
distribution which can be 
financed out of cashflow. An 
early priority will be to 
increase sales in the cold 
rhannpi — high margin sin- 
gle servings sold out of chill 
cabinets In convenience 
stores and garages. 

For Cadbury,, the creation 
of American Bottling - 
planned . with . the advice of 
Schroders, the London 
investment hank - has ome 
big advantage after a decade 
in which a series of ill-con- 
ceived acquisitions 
depressed earnings and held 
back the share price: as a 
joint venture, it limits, the 
risk, 

Cadbury will have half the 
seats on the eight-strong 
board, nominate the chair- 
man and supply the chief 
executive. This will give it 
influence strong enough to 
ensure “strategic align- 
ment", in Mr Sunderland's 
words. 

Some $424m of the pur- 
chase price for the two bot- 
tlers - , will- come in bank 
loans. Cadbury’s share of. the 
$300m equity will be just 
Sl 20 m - and no further 
investment will be required 
unless American ! Bottling 
- wants to buy more indepen- 
dents. 

Perhaps just as important,' 
the new venture appears to 



John. Sunderland 


have Coke’s implicit sanc- 
tion - essential if it is not to 
be sunk by marketing broad- 
sides from the number one 
brand. Coca-Cola last month 
agreed to the renewal until 
2005 of the agreement under 
which Coca-Cola Enter- 
prise^, its US anchor bottler, 
distributes Dr Pepper. 

Thus there was a welcome 
on the London stock market 
for yesterday's announce- 
ment, when in December 
rumours of an outright pur- 
chase of the two bottlers 
caused Cadbury's shares to 
plunge. Its shares closed up 
20 %p to 756%p" - at one stage 
surpassing last February’s 
high of 7S0p.. - 

But in Mr Sunderland, 
chief executive since 1996. 
the UK group has found a 
believer in value manage- 
ment "This is a financially 
attractive investment that 
will create value and 
enhance naming s in the first 
full year." he said. 
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Incorporated ill England with limited liability. Registered in England : number 617987 

Registered Office and Group Head Office : 10 Lower Thames Street, London EC3R d4£ United Kingdom. 
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BUSINESS OPPORTUNITIES 

READERS ARE RECOUM9IDEO It) SEEK APPROPRIATE PROFESSIONAL ADVICE BEFORE ENTERINQ INTO COMWTNENTS 


CONTRACTS & TENDERS 


INTELLECTUAL PROPERTY RIGHTS FOR SALE 

MACAWBER ENGINEERING LIMITED 

(in Company Voluntary Arrangement and Liquidation) 

The Supervisor and Liquidator offer for sale the rights 
under several agreements to which the Company is 
the licensor. These include ±e Dome Valve inflatable 
seal technology used in pneumatic conveying and 
injection systems for bulk materials, the rights to 
improvements made by the licensee and royalties. 
These agreements relate to territories outside the EU, 
principally in North America and the Far EasL 
For further information interested parties should contact 
Hammond Suddards (reference Danilunas or Chia) at 
7 Devonshire Square. Cutlers Gardens. London EC2M 4YH. 
Tel: 0171-655 1000 Fax: 0171-655 1001. solicitors for 
the Supervisor and Liquidator, Peter Flesher of Grant 
Thornton, Leeds. 


Access New Equity 
Investment Opportunities 


GREY HAIRS & WISDOM 

Former Chief Executive 

of major advertising agency offers grey hairs and wisdom, 
business development skills, creative resources and 
wide management and marketing experience to 
companies needing weight without overhead. 

From a day a month. 

Write to: Box B4692. 

Financial Times, One Southwark Bridge, London SEI 9HL 


BftdigatLRteK 

VCR screens all die projects 
Time Saved 
VCR does an the research 
f) mobility 

Invest alone or with others 
Contribute skills, gain a directorship 

Wide cholCT 

Diverse industries and locations 
Equity is offered in almost all cases 


Direct line to entrepreneurs 
: actual reporting 
Sufficient detail far instant appraisal 


Call VCR for a free trial 
Tel: 01865 784411 


‘Water WeCC 

in 

Advertiser is die owner of a 
Water Well of exceptional parity 
and XJXl 0 gallon* per hour. Beneath 
a rcgiocnal loon factoiy with vacant 
possession. Proposals are invited 
from persons nidi ibe experience 
and capotnUrie* to develop it. 
Write to: Bos BS732- Financial Times. 
OnrSa wl n wi efc Bridge. 

Uufcm SEI «HL 


Channel Islands & Worldwide 
Offshore Company formations 
& Administration. 

Full Services 


For free Information axitaec 
CROY TRUST LIMITED 
2“ Floor, 34 David Place, 
StHetetJerarlBfTE 
Tel: (01534) 878774 Fa* 101534) 35401 




ASPIRING 
MILLIONAIRES 


\ 


Call and Listen. 

Not MLM or franchising. 

Call Freephone 

^ 0800 542 1220 ^ 


PROPERTY FINANCE 
required 

TopupbnSngreqidiadtor 
uriQue rEMenttal r^irtishmert. 
ESOOk needed farads £3m project 
Atadne return Second dargs available. 

fUpBnsBatBST^.FtaaadUTmm. 

Omt Somfanir* Briber. Mm SEI 9HL 


JAPAN 


*.l-4:1|d 'Hdi 


BUSINESS 
UAN/ENTREPffifffiUR,IIBAJ 

11 years resident 
Tokyo. 

Seeks long term 
position in Japan. 

Proven track record 
in FMCG and 
media including 
set-up and full profit 
responsibility. 

0171 431 4762 


PATRIOTIC UK SOURCE OF£5-IOM 
DEVELOPMENT CAPITAL REQUIRED 
for high tech company of strategic importance to 
UK Materials Industry Development. 

Current owner docs not warn to *ee proven, patented 
technology 1 and financial returns go to the USA. 

Profitable last 5 years. Targeting £SOm sales in 2DCC. 

Write to: Btn ICTs. F«wid»l Tmwv Onr Southwark Bridge. London SEI tRL 


Capital Gains in Fiscal 97/98 




Beat the 5th April deadline! 




Wc have access to Trust Losses to mJLlgate such gains. 

Gains in excess of£l million please call 

0966 546678 


Management Buy-Out 
| What is your company worth? | 
PC spreadtiuct vuluxkn model, as used 
ty vmBtrec ap it a lfa&.£M.P5 t- VAC 
For Rather tfeaDseonm 
Eiyaiy Vcetnrs Lkntai 
SCxnmrSm Union WlXVH: 
Tetnrn *t7<«: i Rn. ani.qptinB 

Wbfsilc: berjwvw ^n^..lw nmiA 
n^uhBsd by the Serannei 
ml Fuosts AiEfwrcv 


AMBITIOUS ENTREPRENEUR? 
Rwftomeral income potential, proven 
Ousawsstnot MLM) 0181 3878188 

CO PUBLIC IN ILS. 

Public Sbdh, Trade on Stock Exchange 
T(3I0) S56-6820; F (3 10)556-6823 
vwtrJKLcom Fm«;i- BKL5@aoLcom 


BUSINESSES 

WANTED 


BUSINESS 

SERVICES 




WALKER, CRIPS, WEDDLE, BECKPLC 

Stock & Share Brokers 
EuabtisM I9IJ 

MEMBERS OF THE LONDON STOCK EXCHANGE AND 
REGULATED BY THE SECURITIES AND FUTURES AUTHORITY 

Seek experienced Associates with sound quality 
business for their country offices situated in Knowle, 
Solihull and Newton Abbot. Devon 
An excellent opportunity for Associates with client connections: 
generous remuneration geared to results, with adequate incentives 
for personnel capable of general ing investment business. 

Further information upon request: 

Tel: 01564 770568 - Roger Shepherd, Knowle, Solihull 
Tel: 01626 335533 - Derek Browning. Newton Abbot Devon 


JOINT VENTURE 
FUNDER REQUIRED 

Experienced nsidwili.il 
property dealer with proven 
track record seeks funder/ 
investor on pro W-sharc basis. 
Lucrative quick turnover resdenbal 
kind deals MainJv Midlands areas. 
Interested parties please reply rtr 
Bn B5727. Fiaanribl Tnaveft, 

Ok Swntnwrt Bridge. Leodcn SE 1 «HL 


FOOD MANUFACTURING/ 
DISTRIBUTION BUSINESS 


Foreign food manufacturer 
wishes lo acquire business, 
preferably within M25 area, 
lor first step rnlo the UK food market. 

The Board are Flexible as to size 
wishing to establish synergy, 
with majority control. 


i mpty to 
Bkc B5739, FUracUl Tlau, 

Bm SenHaratk Bridge, Leoda K1 SB. 


SWITZERLAND 

Incorporation and 
administration of swiss and 
foreign companies. 
Mail - Phone 
- Fax services. 

Bank introductions. 

OPTIMA FIDELITY SLA. 

18 Place LoagemaHe. 

TO Sox 3528. CH-1211 Geneva 3, 
Tel: 4123 J190WJ 
Flu: 41233104103 
Email - npllndffiitnrvHn rti 


’ OPPORTUNITY 

to invest in 

SL0ANE SQUARE HOTEL 

for rollover relief before ihe Budget. 
Plrae* reply Bor B573I. 
Rnaoekt Time* 

Opt Smlli»>nrii BrHgv- 
Landea SEI 9HL 


OVERSEAS 
MAJOR MASTER 
LICENSE 

www.Bettenrare.co.iik 
Fax: +44-1222-452544 



PROJECT AND COMMERCIAL funding 
available to UK and international 
eftams. Anglo American Group Pfc. “W: 
01924 201 365 F®. 01824 201 377 

SEED CAPITAL INVESTORS sought lor 
highly qualified dynamic biolecn 
pharma, software, early ssga ca s with 
potential to list within 2-5 yrs. Call 
Karen Taylor (h 81838 6791 




LEGAL NOTICE 


Ef TUMATTCBOf 
NATIONAL METAL & 
INDUSTRIAL FINANCE 
COMPANY LIMITED 
CAPE A GENERAL FINANCE 
LIMITED 

117 VENTURES LIMITED 
117 HOLDINGS LIMITED 
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Angera, Levin & Baitz 

C oiinu cia t/Crimhol/T»x L»Us»iiao 

Coat Effective Representation 
of Global Clients in UB. Courts 
U-S.A offices in New York, 
New Jersey, Peansjdvania 
908J366L1SQ0 fax; x!900 - 
Email: A3jr@aDgcntiaw.com 


I^UBLIC ADVERTISEMENT 

. • /v r 

The Ministry of Public Worics and Land-Use Planning of Romania, based on the 

Government Decision No. 687/1997, is oigapizmg' an international public open 
tender for the design and execution oT water sopply systeUK in rural areas and 
social dwellings, within the priority governmental programs, as .well as for the 
financial package of an international credit up to die amount of USD340 milli on, 
guaranteed by Ihe Govenuneut of Romania, through the Ministry of Finance, 
in order to proride the financial resources for cariying out these works. 

At a minimum the offer must cover 30% of the amount of the international 
guaranteed credit . • 

The currency of the tender is USD. 

The offers must include a bank guarantee (bid deposit) for participation in a trader, 
of an amount of l%ofthetotaI sum ofthe prooirememcosts ofthe works proposed 
to be executed. This guarantee must be valid for 180 days, beginning on the day of 
the tender opening. 

The price of the tender documents is USD200.00 for foreign tenderers, and 
Lei 1,700,000.00 for Romanian tenderers. 

The tender documents can be obtained from dieMhrisny of Public Works and Land- 
Use Planning, General Directorate for Public Works, Room no. 305, 17 Apolodor 
Street, Sector 5, Bucharest, (telephone: 40-lf337 1056, fax: 40-1-336 8528), 
beginning March 2 1998, until March 16, 1998, 4:00 o’clock p.m. The tender 
documents can be obtained by presenting a dpoimeot certifying the payment of die 
above-mentioned amount in one of the fohoaing accounts of iheMmistry of Public 
Works and Land-Use Planning, in the Rorftaman Coramerci^ Bank - The Branch of 
Bucharest Municipality: 

• no. 472171611590 for foreign tenderers; 

• no. 61635000124 for Romanian tenderers. : - 

The offers most be delivered to the Ministry of Public Works and Land-Use 
Planning, General. Directorate for PublicWorks, by May 1, 1998, 
4:00 o'clock pjn, ' ’ 

The tender opraing ineeting, for the recraved 'offers, will take place on May 4, 1998, 
at the Ministry of Public Works and Land-I Ise P ianTrin g ' . 


OFFICE 

EQUIPMENT 


AIRCRAFT FOR SALE 


TELECOMMUNICATIONS 


Save on 

INTERNATIONAL 
PHONE CALLS 


OpUe 

•AOT mtf oewr IWw w tte 
• IIm from Hobm, CMBc*. 
HoMa. CaO PhoiM 
•a* Hour Cuatamv Sanrloa 
CM noarfarNwlflirlMM 
Tel: 1.206.284.8600 
Fax: 1J206JZ70.0009 
Unaa opan M houral 

Thm Orff/taU 

kailback 


sms- 

MASSIVE SAVINGS ON 


ITALIAN 

OFFICE FURNITURE 


I PnttCT FHOM IWXHUFACTURSt | 


ARCH I UTTI SHOWROOM 


Bt 

09-73 TlMobakTt Road 
London WC1X 
Ter. 0171.831 6fi78 


AUi. lj>LJ=Jat 

Large quantities of used 
four draw filing cabinets 
and office cha^s. . 
We need to fulfill a large 
overseas order. 

Toll 01279 61 61 36 

' Fax: 01279 817731 


WORLD PACIFIC AIR I f=A ? c 

ASS£T.MVESTMBNT 

■■ - n»oo«vei«o.apAXAiRciw 

FbRSAL^ON LEASE *4.7 BSJOOjOO ' 
^.ORBOTOARCfOTMSNOCTATO 
ON HVE YE^R CEAK TO ESTABUSHED US FAA 121 OPERATOR 
FRESH 1«AVY tt^PBETipN, MKX-TME PiW 12QA ENGINES 
, SPECfflCATi qNS AND 1EASE PETALS ON REQUBST 
Nl tWE^ l tD PARTIES TO CONTACT: 

- WORLD PACtnq ^ 

■ ' OPEWTIONS MANAGER 

". !;•«■; . MlIRST. Txnuss 

^ PH 817 MS S737 PAX 817 me 7WD 

i ' • ^»*ifettaatBdloea^nca 


BUSINESSES 
FOR SALE 


***** In ilia HniM. 1 lra 
‘ nra MaK Rfday and Catania) 
M 0mi fafamodbo, 

or to advert 

ttb BocUmi, piooM contact ; ' ; 


*4* b±7X 873 3848 
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BUSINESS AND THE LAW 







EUROPEAN 

COURT 


The refusal by an 
empLoyerto allow 
travel conces- 
sions to the- per' 
son of. the same 
sex with wiiam a 
worker has a sta- 
ble relationship 
does not consti- 
tute discrimination prohibited 
by the equal pay provisions of 
the EC .Treaty and Community 
legislation, the European Court 
of Justice ruled last week. 

Tbe case arose out of proceed- 
ings before the Southampton 
industrial tribunal between .Ms 
Grant and her employer. Sooth 
West Trains Ltd. Under the 
terms of Ms Grant’s contract of 
employment, she wasentitled to 
reduced rate train travel. Sooth 
West Trains also undertook to . 
provide this benefit to spouses, 
dependants and to “common 
law apposite sex" spouses where 
there existed a “meaningful 
relationship’' of at least two 
years’ duration. 

Ms Grant had applied for 
these travel concessions for her 
fe m ale partner, with whom she - 
declared' that she had had a 
“meaningful relationship” for - 
over two years. South West 
Trains refused this application 
cm the ground that for unman -- ' 
ied persons travel concessions 
would only be granted for a 
partner of the opposite sex. 

Before the industrial tribunal 
Ms Grant argued that the 
refusal constituted discrimina- 
tion based on sex, contrary to. 
the Equal Pay Act and to provi- 
sions of the EC treaty arid sec- 
ondary legislation. The indus- 
trial tribunal considered that 
the case turned on issues of 
Community law,, and therefore 
referred a number of questions 
to the European Court. 

The Court observed that tbe 
refusal to allow Ms Grant the 
concessions was based on the 
feet that she did not satisfy the 
prescribed contractual condi- 
tion. Tlut condition was appUed 
regardless of the sex of the 
worker concerned. Travel con- 
cessions would be refused to a . 
male worker if he were living 
with a person of the same sex. 
just as they were to a female 
worker living with a person of 
the .same sex. Since the condi- 
tion applied in the same way to 
female and male workers, it 
could not be seen as constitu- 


ting discrimination directly 
based on. sex.. 

The Court considered whether 
persons in a Stable relationship 
- with a partner of the same sex 
were in the samp situation as 
those who were married or had 

a stable relationship outside 
marriage with a partner of the 
opposite sex. Having reviewed 
the law in the member . states 
and under tbe European con- 
vention on human tights, the 
Court concluded that they were 
not regarded as equivalent. 

Consequently, an employer 
was not required by Community 
law to treat the situation of a 
person who bad a stable rela- 
tionship with a partner of the 
same sex as equivalent to that 
of a person who was mar ried to 
or had a stable relationship out- 
side. marriage with a partner of 
the opposite sex. It was tor the 
legislature alone to adopt, if 
appropriate, measures which 
might affect that position. 

Finally the Court considered 
the submission by Ms. Grant 
that tinder the case law of the 
Court differences of treatment 
based on sexual . orientation 
were included in the prohibition 
. on discrimination based on sex 
as deflnedin the EC treaty. Tbe 
Court reviewed its case law con- 
cerning gender reassignment, 
and: also noted the provisions 
Contained in Other national and 
international treaties. 

However the Court concluded 
that although respect for the 
fundamental rights which 
formed an integral part of the 
principles of Community law 
was a condition of the legality 
of Community acts, those rights 
could - not in . themselves have 
the effect of extending the scope 
of the treaty provisions beyond 
the competences of the Commu- 
nity. Community law. did not 
cover discrimination based on 
sexual orientation, but the 
.Treaty of Amsterdam would 
allow the Council, following a 
unanimous vote, to take action 
to eliminate various forms of 
discrimination, including dis- 
crimination based on sexual ori- 
entation: .- . 

C-29J96 Lisa Jacqueline Grant v 
South West Trains Ltd (ECJ, 
FC) February 27 1998 

BRICK COURT CHAMBERS. 

BRUSSELS 


F ears that European elec- 
tronic commerce lacks a 
proper regulatory basis 
and will suffer by com- 
parison with the US have led the 
European Commission to develop 
ambitious plans for harmonisa- 
tion. By the end of the next 
decade a significant share of 
retail commerce is expected to be 
an the internet, putting pressure 
on regulators to provide easy and 
efficient means of payment 
“Electronic commerce ** is a 
term whose usage varies accord- 
ing to context It is not confined 
to the internet but includes other 
applications, such as videotex on 
which the French Mini tel online 
Information network is based. 

Last year the Commission, 
which wants a framework for 
electronic commerce by 2000, 
identified four areas calling for a 
substantial contribution by regu- 
lators. They must 
• Devise a supervisory frame- 
work for toe Issue of electronic 
money. 

• Provide guidance far issuers 
and users on transparency, liabil- 
ity and redress procedures. 

• Clarify the application of toe 
Ell’s competition rules to achieve 
a balance between interoperabil- 
ity and- vigorous competition. 

• Tackle tbe risk of fraud by 
improving security. 

As a first step, in its 1997 
recommendation, the Commis- 
sion revisited its 1987 and 1988 
recommendations governing toe 
relationships between card issu- 
ers and users. 

hi toe 1980s tbe Commission 
focused on payment cards, as 
cheques were governed by rules 
that differed between states. It 
considered then that the payment 
card was the payment system of 
the future and no member state 
other toan Denmark bad, at that 
time, laid down its own rules. 

The 1987 recommendation cov- 
ered relations between banks and 
traders. That period marked the 
start of work an interoperability 
- toe possibility of using a card 
throughout the EU - which was 
to be achieved largely by com- 
mercial agreement. 

The 1988 recommendation con- 
centrated on the relationship 
between hanks, cardholders and 
issuers. The main problem was 
tbe cardholder's liability if the 
card was lost or stolen. The 
recommendation was based on 
the principle that a reasonably 
behaved consumer should be lia- 
ble only to a limited extent Hie 
debit, prepaid and stored-value 
cards appearing since then need 
to be covered by an updated text 
The main issues are infm- matinn. 
security and liability. 

The 1997 recommendation cov- 
ers information in contracts for 
transactions by electronic pay- 


Quest for 
card code 

Philip Krauss examines EU plans 
to develop a framework for 
electronic commerce 



Electronic co mmepde? 
SUKB, MY W&B 15 MY BOND. -- 


ment, enabling those involved to 
make a better informed choice 
and contributing to increased 
competition. Information also 
needs to be given after electronic 
transactions have been made, 
such as the amount debited to a 
cardholder In the currency of bill- 
ing and toe amount shown in for- 
eign currency. 

To support the objective of 
transparency, the recommenda- 
tion sets out minimum standards 
so that, for instance, a card 
issuer must give cardholders at 
least one month's notice before 
altering terms and conditions. 
Finally, it requires member 
states to provide adequate means 
to settle disputes between issuers 

The issue is who 
will be permitted 
to provide these 
services and 
whether providers 
should be 
supervised 
financial 
institutions 

rw-rrr?- 




and cardholders. If the new 
recommendation is not imple- 
mented by member states by toe 
end of 1998, toe Commission pro- 
poses to issue a directive. 

In toe UK, banks »nri building 
societies have implemented a vol- 
untary code of banking. The 
Banking Code already incorpo- 
rates many of the Commission's 
recommendations but the 1997 
recommendation is intended to 
cover the issuing of electronic 
money. The code covers elec- 
tronic purses only in that it lim- 
its the electronic purseholder's 
liability to a maximum of £50 in 
the event of loss, theft or misuse, 
except in cases of fraud or gross 
negligence, nor does it cover EU- 
wide payment instruments. 

it ran be argued tha t financial 
Institutions should revisit the 
code to cover more fully new 
electronic money products. They 
will need to look at their proce- 
dures following last year's adop- 
tion of the cross-border credit 
transfer directive, which must be 
implemented by August 1999. It 
requires that customers be 
informed of their rights before 
and after a cross-border credit 
transfer. 

Although cash itself will not 
apply to the internet, the Com- 
mission must address tbe prob- 
lems regarding electronic cash 
and home banking. The main 
issue is who will be permitted to 
provide these services . and 


whether providers should be 
restricted to supervised and con- 
trolled financial institutions. 

In the UK this involves the 
Banking Act 1987; non-banks can- 
not take deposits from the public 
and can be prevented from issu- 
ing electronic value. Mondex. the 
UK-based Mastercard subsidiary 
tha t bas pioneered electronic 
cash systems, has, however, 
sought to overcome this obstacle. 
It says Mondex electronic value 
is similar to travellers' cheques. 
They withdraw money from a 
bank account or a payment of 
cash in exchange for a cash 
instrument that may be used to 
buy goods or services, which may 
then be redeemed for cash. 

The law is undear. The Com- 
mission has therefore published 
draft proposals for a directive 
laying down minimum require- 
ments for “electronic money" 
institutions, sucb as initial capi- 
tal and ongoing own funds 
requirements, investment asset 
limitations, verification and 
supervision by member states 
and toe protection of users in toe 
event of insolvency. 

A draft electronic signature 
directive is another priority. A 
digital signature is a coded mes- 
sage proving the identity' of each 
party in an electronic transac- 
tion. The intention is to give the 
same legal recognition to elec- 
tronic signatures as to written 
signatures across toe EU that 
would boost online commerce 
and internet banking. The US has 
taken tbe lead in legislation. 

The Commission plans to 
address fraud and counterfeiting, 
but is against imposing general 
standards. The EU stance is 
encouraged by the high level of 
response to the SET (secure elec- 
tronic transaction) protocol for 
internet transactions developed 
by MasterCard and Visa. 

This offers customers, retailers 
and banks a single secure stan- 
dard, ensuring the confidentiality 
of payment and ordering and the 
integrity' of transmitted data. 

The Commission will issue a 
competition notice to clarify the 
application of competition rules 
in this area. It also intends to 
deal with dual pricing where con- 
sumers pay more than the retail 
price for goods and services when 
they use certain debit or credit 
cards, and to set out the. legal 
position relating to commissions 
charged by banks to handle 
credit and debit card payments. 

General International practice 
is needed. An established legal 
framework is vital if businesses 
are to have the confidence to 
make greater use of electronic 
commerce. 

The author is a partner of London 
sotiaiors. Church Adams Taiham 
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Dibb hires to 
spearhead EU 
expansion 

D ibb Lupton Alsop. toe UK 
national law firm, has 
hired four members of 
tbe former Eversbeds team in 
Brussels to spearhead its push 
into the European Union. The 
new Dibb Lopton Brussels office 
will be headed by former 
Eversheds partner, David 
Church, and will form part of 
DlbVs communications and 
technology group. Tbe other 
members of the office are US 
lawyer, Frank Fine, an expert on 
European competition law, 
solicitor Mike Pullen, an internal 
market and competition lawyer 
and Dutch lawyer Birgit Ris, an 
EU telecommunications and 
environmental law specialist. 

In partnership 

L awyers, accountants and 
management consultants 
specialising in partnership 
work have formed an association 
to facilitate exchange of 
information and knowhow on 
partnership-related matters. Tbe 
Association of Partnership 
Practitioners will by chaired by 
Ronnie Fox, senior partner of 
Fox Williams, tbe City law firm, 
and an expert on partnership 
law. Tbe association will make 
representations on behalf of 
members on topics such as the 
review of partnership law being 
undertaken by the Law 
Commission, toe introduction of 
limited liability partnerships in 
the UK and changes to toe basis 
of partnership taxation proposed 
by toe Inland Revenue. 

Southern deal 

S outh of England 

commercial law firms. 

Bond Pearce and Hepherd 
Winstaoley & Pugh, are to merge 
on May 1. treating the largest 
law firm in Southampton and 
one of the top 10 regional 
practices in the UK. 


BUSINESSES FOR SALE 


CHRISTIK&.CU 


Surveyors. Valuers & agents 


S TViMDI. 1 

| Li:u.i s riRsniKi. i 

Nursing Home 
Registered fob 24 

• One of the oldest in Scotland since 
1925.- 

• 16 single bedrooms and 4 dovblea. 
■ Highly profitable buwncra. ' 

£435,000 nmaoLD 

Edinburgh Office R*[52/n /4172 

01315576666 

Residential Cake Homs 
Regstexed ros 29 

m Refirwnwif VyflTl^Tfl 

• 19 single (6 cn ante) and 5 en smxe 
twin room*. Fee income year ended 
31.7.97 047,064. ' '“ 

£ 595^86 FREEHOLD 
Nottingham Office Ref 57/FT7CC40 

0115 948 5100 

1 Al l ow AY 1 

Ayr 

Noktoarx House Hotel . 

Cabuce Lodge Hotel 


• ffi^soctxssfW Country Hoesc 
Hoed. FuQy refurbished lW» 
Century bafldin*. . 

• Rrstanrani, cowemtfory. kxmge 
bar, 5 letting rooms. 

• High profits. 

£485,000 FREEHOLD . 

Glasgow Office Ref 6&/FT44966 

01412043000 


Lincolnshire 


resdooial Care Howe 
Registered fob 15 

• 9 single and 3 double roams 15 en 
ante). Fees £208-4340 per preson 
per week. . 

■ T/O year end 30.4.97 £172547. 

* Retirement sale. 

C9MM RETOLD 
Nottingham Office Ref57JFT7(B3& 

0115 9485100 


« \feiy high net profit*- .... 

» 1 famge bam; meeting room, 
restaurant (45). - 

■ Fnncoon room (50L 8 letting raonu. : 
• Carpark and bar garden -Kxxnm 
c urn d. 

£45Q£M> 

Glasgow Office Ref68/FT44999 

0141204 3000 


Dual RExasnxra Home 
Registered fo* 21 

• Conveniently titr a t e d dose to basy 
town centre. 

• CoMifleoi Mgb occupancy. 

• TVO 1997 £320456. 

- ROI] tmAa - rmiujfinBU 

£595,000 FREEHOLD 

Ipswich Office fefJ4/FT74S39 

01473256588 


Offices at: London • Birmingham • Bristol - Edinburgh 
Exeter • Glasgow ■ Ipswich • Lecos ■ Manchester 
Milton Keynes ■ Newcastle • Nottingham • Winchester 


Humberts Leisure 


Kent/East Sussex border 

A well established wildlife 
visitor enterprise 

Central facilities building with shop, 
restaurant and we facilities 
Wildlife enclosures, avaries and nature trails 
13 acre park set in about 43 acres of ancient 
woodland with good toad access 

Far sale freehold -■ 

offers in the vegum of £175,000 

12 Bolton Street » Mayeair.* London W1Y7PA 
Fax: 0171 409 0475 Tew 0171 629 6700 

HO* JCM/213Z 


HO 


FLLS • GOLF * L Fi 1 S l R L 


er alarm 

UlPANY 
ids based 
S/lSO 9002 
justomer list 

jommitmente- 

.finatiSTimafc 
Up, London S£l 5W- 


wvw.cyta.na/hsr 


BUSINESS 
SA1E REPORT 

Tl» Nq. 1 independent fisting of- 
'iradmtolBffOTipanKfwsaa 
i hi tbe UK {T/0 SlnA New beta** 
fimpoa cssaanfas fr safe t all 
^receiverships. For subi 

0181-675 


A.HAK LIMITED 

(in Administrative Receivership > 


The Joint Administrative Receivers offer for sale 
toe business and assets of toe company, which 
include: 

■ Three freehold sites, in Bolton on Deame 
near Rotherham, Broxburn in Edinburgh 
and Connah's Quay in Flintshire. 

■ Leasehold site in Andover, Hampshire. 

■ The company is highly regarded within the 
industry and holds IS09001 accreditation. 

■ c. 700 employees. 

■ Annual turnover of c. £40 million. 

■ Confirmed order book of c £30 million for 
1998: 

— blue chip client list. 

■ UK wide operations comprise: 

— pipelaying; 

- - pipeline maintenance; and 

— pipeline rehabilitation. 

contracts with toe oil, water, gas and utility 
companies. 

For further information, please contact 
. John Whitfield at : 

A Flak Limited (in Administrative Receivership) 
Furlong Road, Bolton on Deame, 
ROTHERHAM, South Yorkshire S63 8HU 
Tel: 01709 881712. Fax: 01709 880874 


a Arthur 
Andersen 


Arthur Aradersen is authorised by the Institute of Chartered Accountants 
in England and Wales to orrry on investment bnaneas. 



Specialist Catering Products 

BUSINESS FOR SALE 


Successful (Turnover £400.0001 and profitable 
(Operating profit £67.000) business, based in South 
London. This business, a ncm core division of a Trading group, is for sale. 
The products, a specialist “niche" range of catering products, is imported 
and mainly sold to wholesalers, with some direct sales. Tbe goodwill 
marhed to this business is considerable, end portable. This business is. in 
its field, a well known and respected name. 

Interested parties shook! contact: 

NJ Ctarman, Cooper Lancaster Brewers Corporate Finance. 
AMwyefa Boue, 81 AUwydt, London WC2B 4UP. 

Tel: 0171 342 2444, Fmu 0171 242 1117 

Authorised try the Institute of Chartered Accvaniams in 
England and Wales to carry on Investment Business. 


I GLENEAGLES SPRING 

WATERS COMPANY LIMITED 
(In Administration) 

The joint administrators offer for sate the 
business and assets of the above bottler and 
distributor of mineral water. 

• Access to pure, reliable sources of water. 

• Modem and efficient water processing, 
bottling and capping plant with significant 
potential to expand. 

• Capacity of 2.8 million to 4.0 million 
9 litre cases per annum. 

• Quality mix of produce, packaged in design 
award winning bottles. 

• 16 employees. 

For further details contact lain Bennet or 
Laurie Manson at: 

Price Waterhouse, 

1 Biythswood Square, Glasgow G2 4AD. 

Tel: 0141 226 4593, Fax: 0141 248 8093 
or 

Gleneagles Spring Waters Company Ltd., 
The Makings, Moray Street, Blackford, 
Perthshire PH4 1QF. 

Tel: 01764 682 737, Fax: 01764 682 738 

PriceWfaterkouse fi 

This advertisement has been approved by Price Waterhouse, 
a firm authorised try the hstmu* of Chartered Accountants n 
England and Wales to carry on investmenl Business. 

Jim Clifford & Colin Haig of Baker Tilly after for rale the business 
and asset* of die HI -tiring group of companies 

Studio & Lighting Hire Co. 

□ Extensive range of stage lighting and assorted equipment 
□ Two studios for lure close to Kings Cross Station 
□ Substantial freehold and leasehold premises 
□ Advised turnover 15 months to 30/09/97: £656.000 
For further information contact: 

CKve Beet o n of Edward Symoons & Partners 


EDWARD 

gP SYMMONS 

2 Southwark Street 

T PriAia 

ujnoon onoje 
London SE1 IRQ 
Pax: 0171 407 6423 


BAKER TILLY 


Ivcco Ford House 
Station Road 

Watford, Herts WD1 1TG 
Artfcefhed br the Imre of 

OmdAomMiWBl 
6l WUc. to any i 


Tel: 0171 955 8454 


TURNOVER CIRCA £2M 
Located in the North, 
an established ISO9P01 
manufacturer of wound 
components for the electrical 
industry with Blue Chip and 
international customers. 

For further details write to: 

Keith G White, 
Critchjeys Charteed 
Accountants. Boswell 
House, 1-5 Broad Street, 
Oxford OX1 3AW 


C0KTRACT CLEANING CO 

Southern England 

♦ T/O £S million pa 

♦ Profitable 

♦ Sound Businsss 

Write to: 

Bos 85734, Financial Ttmaa, 
One Southwark Bridge, 
London SEl 9HL 


STAINLESS STEEL 
MANUFACTURER 

High Qualit* Pressure Vends. 
Process Equipment and Valves for 
Pharmaceuticals, Cosmetic and 
Dairy Industries. Sales I million. 
Ongoing Manage mem. South East. 

Fax No. 01905 613523 


i CLINICAL 
WASTE 
COMPANY 

Opportunity to acquire 
established niche waste 
disposal company with 
secure Government contracts. 
Southern based with adequate 
site and vehicles. T/O £ 1 m_ 
Please apply Ik Jade Securities Ltd, 
Acre Home. 12-15 William Road. 
London NWI 3ER 
Teh 0171 388243s 
Fax: 0171 580 49M 


INTERESTING & PROFITABLE I 
LIVE SHELLFISH BUSINESS 

with Potential for Expansion 
Turnover Cn mitten pjm. 

S i ryated North Scotland. 

Aitracnvc Modem Accommodation 
alio ovulablc- 

Reply Ik Bet 85737, PtaancU Times, 
One Southwark Bridge. leaden SEl 9HL I 


FOR SALE 

Publishing company, wnh annual 
turnover of approx. £100.000. Well 
known dame in ihe craft field with 
2il back list rides. Tax losses of 
appro*. £350.000 available. The 
vendors are willing lo sell ai only 
a slight premium over net assets 
of £70.000 for a quid. sale. 
Principals only should apply lo: 
Write Ik Bos RJM5. KuancM runes. 
Ore Sudlnmi% Bridge. Lmfaw SEl MIL 


MEDICAL BUSINESS/ 
PRODUCT FOR SALE 

Medical Electronic Dev kx m final 
-rage of devetopmera widi aswiainJ 
JuponNes- Targeted si growing 
reurko. with unentnioiul sjlcs 
potential. Good profit margins and 
shows cost saving to haspnak. 
Kepiy Ik Bra B5733. Fhtaadal Times. 
One So«W«rii Bridge, Lradoa SEl *HL 


COMPACTOR HIRE 
COMPANY 

□ 140 compactors on hire 

□ £4 OK monthly turnover 
Q Annual maintenance ilOOK 
□ High quality customer base 

3 Annual profits £150 K 


Travel Agency 

Profitable long established 
retail agency in Dorset. 
Idea] for couple. Existing 
owners wish to sell - 
would consider merger. 

Write icc Boa B5679, Financial Times. 
One Sourirwar* Bridge, 
London SEl 4HL 



I” RJSWFORC EdTlaSTI OsH 
1 MANUFACTURER 1 

| Wide range of Established J 

I Product* for Vehicle Body „ 

Industry mid Leisure Sea or*. I 

| Profitable Sales Approx £ I minion. | 

I Ovner wckmg u> plan renraitisn* tun . 

vriihbig ongosig invobamiAoruulanc) I 

| for up k» i year-. MuCanJj tomi a 

^ Fax: (01905) 613523 J 




POTATO PROCESSING PLANT IN POLAND 


Offere are Invited, for the purchase Of a dehydrated potato processing plain 
in Traud (University City in agricultural regxat- m central Poland 
M0 Km from Warsawl as a trade sale. 

The plan -which compris es rite of 35.704 sq. metres, industrial and office 
huDdingj totalling 10.947 cq. metres and potato proeeariog machinery with 
capacity 7.000 tons of dehydrated potato Oakes and cubes is offered as a 
limited ] tariff) ty c omp an y which possesses a conditional tax holiday of 

ECU 4.975 mtllicn of tax with no rime Innii. 

EnqniriBS rbouJd he addwsed la 

OC Asano z ool ul Bshycto 43. wu«n Peznto M«t 

Fas +448 61 878 0298 Ter iflaartn of Ml Awbew N.KIfl. Fauree S. iS Director. 


FOR SALE 

r 

r FOR SALE ^ 

I 

J WASTE TREATMENT PLANT SITE | 

Established Timber Sawrmfl and Pallet Making 
Business 

1 

| at Avonmouth Docks, Port of Bristol | 

• Located Grampian Region 


A REMARKABLE OPPORTUNITY TO ACQUIRE A 

• Freehold 3 ha plot 

• Modem plant and equipment 


9 ACRE SITE FULLY LICENSED FOR 

• Turnover Elm pa 


OIL/WATER SEPARATION AND 

For further details please apply to: 


AS A CHEMICAL WASTE TREATMENT PLANT 

Bex No BS739, Ftaandal Tims, 1 tnuThmnit Bridge, Londea, SEt BKL 


Principals only fax 0161 929 5392 
























FTNANC1AJL TIMES 


TUESDAY FEBRUARY 24- 1998 


INTERNATIONAL CAPITAL MARKETS 


Europe retreats after strong start 


government bonds 


By Simon Davies in London 
and John Labate 
in New York 

European government bond 
markets started strongly yes- 
terday on the news of an 
agreement between Iraq and 
the United Nations, but 

prices drifted lower for much 
of the day. 

There was some caution in 
tbe US in the lead-up to Fed- 
eral Reserve chairman Alan 
Greenspan's two days of tes- 
timony before Congress, 
which begins today. Traders 
also said there was some 
holding back by investors in 
advance of some substantia] 
bond issues over the next 

GERMAN BUNDS bad hit 
new highs by mid-morning, 
with the March contract ris- 


ing 0.56 to 108.03. buoyed by 
some bond-friendly com- 
ments emerging from the G” 
summit. 

However, it ran into profit- 
taking during the afternoon, 
as the rally on Wall Street 
fizzled out, and the March 
contract settled at 107.61, up 
just 0.14 on the day. Turn- 
over was moderate at 150,000 
contracts in London. 

The Bavarian state issued 
more benign inflation data 
during the 'afternoon, but 
this failed to have any 
impact on drifting bond 
prices. 

Nonetheless, Hans Guna- 
sekera, bund specialist at 
UBS Securities, said: "There 
is no real selling pressure. 
The inflation outlook is 
good, and there are no 
clouds on the horizon." 

The yield curve had flat- 
tened considerably during 


the morning, but the longer 
maturities gave up most of 
their gains as the day prog- 
ressed. 

However, it was US GILTS 
that suffered most horn the 

reversal in the US. The 
March contract had also 
risen sharply on news from 
Iraq, but it settled down £ 
at 123K. 

Joanne Collins, senior 
market strategist at Nomura 
International, said: “The 
back months of the short 
sterling have been hit by 
fears that interest rate cuts 
may not be as quick and 
aggressive as the market has 
anticipated, and this has 
worked itself up the yield 
curve." 

Certainly, more good news 
on the economic front, in the 
form of a downward revision 
in fourth-quarter GDP esti- 
mates. was Ignored. The 


spread against bunds in the 
cash market widened by five 
basis points to 115 points. 

ITALIAN BTPs followed 
the pattern of bunds, hitting 
new highs in the morning 
but settling at 118.56. down 
0.39 from its Intra-day peak. 
The spread against bunds 
remained at 39 basis points. 

FRENCH OATs settled 0.28 
higher at 104JQ, only mar- 
ginally off its high For the 
day. but turnover in Paris 
was relatively light 

US TREASURIES were 
mixed in naim morning trad- 
ing, as speculation sur- 
rounded the UN-led deal in 
Iraq. By early afternoon the 
benchmark 30-year bond bad 
lost ^ to 103%, sending tbe 
yield up to 5.874 per cent. 

Shorter-term issues also 
weakened. The 10 -year note 
was down A to 99%. yielding 
5-549 per cent, while the two- 


year note lost ^ to 993, 
yielding 5.424 per cent 

Traders said prices moved 
higher early in the session, 
on news of a possible settle- 
ment of the UN’s stand-off 
with Iraq, but the tone had 
changed by mid-morning. 

“Qnce New York trading 

commenced it drifted off, as 
the dollar rose and oil prices 
fell," said Marcello Frustact 
senior vice-president and 
trading manager at Daiwa 
Securities America. 

Bond investors will today 
be waiting for Mr Green- 
span's outlook on the Asian 
crisis and whether his view 
has changed in recent 
weeks. 

“If he lessens the risk, say- 
ing it is not as bad as they 
thought before. I think the 
market will have a problem 
and will trade off from 
here," said Mr FrustacL 


Cades offers 
guilder issue 


INTERNATIONAL BONDS 


By Samar Jskandar 
and Edward Luca 

With the exception of Cades, 
the French state-backed 
entity set up to manage the 
social security system’s 
accumulated debts, primary 
market activity was limited 
yesterday to a few small and 
medium-sized deals. 

However, investors are 
bracing themselves for a 
pick-up in issuance. Fannie 
Mae. Sony, the World Bank 
and the European Invest- 
ment Bank are said to be 
preparing benchmark issues 
of Slbn or more. 

CADES launched the third 
(guilder-denominated) 
tranche of its euro-fungible 
programme. The issue, lead- 
managed by ABN Amro, will 
be merged with existing 


bonds in French francs and 
D-Marks after the introduc- 
tion of the single European 
currency next January. 

Yesterday's deal was 
priced to yield 18 basis 
points more than 10-year 
Dutch state loans, the same 
spread as the D-Mark 
tranche. The French franc- 
denominated bonds had been 
issued at a yield spread of 15 
basis points over OATs. 

Cades also tapped the dol- 
lar sector for $200m by re- 
opening an existing floating- 
rate note issue maturing in 
December 1999. 

The EUROPEAN INVEST- 
MENT BANK and the 
WORLD BANK targeted 
retail investors with issues 
of £200m and £150m respec- 
tively. ABN Amro, which 
lead-managed the EIB's five- 
year add-on, said retail buy- 
ers in continental Europe 


New international bond issues 
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Rep Natl Bk of New York 

100 

9.00(b)? 

99.61 3R 
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580(B) 

100.00 

Mar 2002 
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Weiengton Pub. Afbl.aR 
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6.735 

998658R 

Jan 2029 

0.625R 

+84(8 94-201 5) Morgen Stanley DW 

Weilngton Pub. BftX2q.l) 

51 

7.335 
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Jan 2029 

1J0R 

+145(894-15) Morgan Stanley DW 

European (nv- merit BanK(c) 

200 

780 

103.056R 

Dec 2003 

0^5R 

+23(6v5Dec03) ABN Amro 

World Bank 

150 

6875(6) 9B*3£5R Nov 2001 0.1B75R +15T7%Nov0l)SocMt6 66n6ra)e 
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2bn 

5.125(1) 
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750 
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Mar 2013 
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+215) 

Robobonk Intern Btkxial 

■ EUROS 







• 'T 

Merrill Lynch 5 Co 

300 
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Kingdom of Denmark 
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5.B25&) 
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Dae 2003 
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final terms, noo-callabte ixitess stated. YMd spread (over relevant government bond) at launch supplied by lead manager. 
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was privately placed, c] FungBXe with £300m. Plus BS days accrued, d] 6-mth Ubor +12ttbp. dl) Joints: Bear Steams, 
Cabo to. Canpto. Citibank, a) Phis 29 days accrued. Fungbie with DM3bn and Ffiflbn upon Emu. 9 Over Interpolated yield Q 
Lang 1st cotaran. a) Quarterly. 4) Short 1st coupon. 


were still bullish on ster- 
ling’s outlook. 

Investors also continue to 
be attracted by the relatively 
high coupons on offer in that 
currency. 


Although both of the deals 
were priced to yield rela- 
tively tight spreads (23 and 
15 basis points over the five- 
year and three-year gilts 
respectively), bankers antici- 


pated strong demand for the 
offerings over the next few 
days. 

Both Issues were trading 
at their re-offer levels after 
launch last night 


Belgium 

launches 

30-year 

offering 

By Edward Luce 

Belgium has joined the 

growing ranks of European 
sovereign borrowers In the 
30-year maturity with an 
OLD issue in that tenor. 

Tbe BFr32.455bn offering, 
launched at a yield of 5.57 
per cent, follows Spain’s 
debut international 30-year 
Elbn bond last week. 

Analysts . say European 
governments are likely to be 
increasingly regular borrow- 
ers at tbe long-end of the 
yield curve as European 
monetary union approaches. 
In addition, cyclical trends 
are enhancing the attrac- 
tiveness of tapping /kinds in 
longer maturities. 

“The flattening of the 
yield curve across the board 
in Europe and the low level 
of real interest rates is a 
good opportunity for gov- 
ernments . to extend - the 
carve to 30 years,” said 
Roger Bates, head of Emu 
project at Deutsche Morgan 
Grenfell. “It also saves gov- 
ernments the hassle of regu- 
lar refinancing of shorter- 
term bonds.” 

Until recently, few Euro- 
pean governments had a 
benchmark in the 30-year 
maturity, although most 
still lack liquid securities in 
that tenor. In contrast, the 
US Treasury has long main- 
tained a well-supplied 
30-year benchmark. 

The onset of Emu, how- 
ever, and the deepening of 
Europe’s capital markets 
looks likely to result in. a 
more US-style band market 
in Europe. This, coupled 
with the growth of private 
pension funds in continental 
Europe, Is boosting demand 
for longer- tom government 
securities.. Among others. 
France Is expected to look at 
30-year domestic bond 
issues in the near future. 


Bass funds 
bid with $3bn 
loan facility 


By Simon Davies 

Bass's $2.9bn bid for 
Inter-Continental Hotels is to 
be funded by a $3bn syndi- - 
cated loan that was signed 
up in a matter of days last, 
week - a factor that proved 
significant in its victory 
against a number of other 
bidders. 

Given the speed with 
which it bad to access fund- 
ing, and the state of the syn- 
dicated loan market - where 
pricing has been rising in 
-the face of the withdrawal of 
a n umb er of banks - Bass 
was in a weak negotiating 
position. 

Some banks had offered to 
participate only at prices of 
more than 40 basis points 
above Libor, compared with 
the 15 basis point margin 
Bass paid for its previous 
syndicated loan. 

However, the $3bn facility 
was finally signed up at 22% 
basis points ova: Libor for 
the first two years, and 27% 
for the final three years. 

There were few obvious 
benchmarks for the deal. 
One banker said: “It was one 
of the hardest deals I have 
had to price”. BAT Indus- 
tries paid 40 basis points for 
its jumbo loan last October, 
but it was borrowing an 
additional $5bn. 

However, a number of 
bankers outside the syndi- . 
cate said that Bass-had got a 
good .prica • 

The joint book-runners 
were J^P. Morgan -and Bar- 
clays Capital, while Lloyds 
Bank, Deutsche " Morgan 
Grenfell, Citibank and Mid- 
land. ftaiilr aim participated. 

The deal will not be syndi- 
cated until the: Inter- 
Continental transaction is 
completed. 


Antony Stem, director of 
treasury at Bass, said: 
“Given the uncertainty in 
the loan market and the 
wide range of prices that 
were put to us, this pricing 
looks reasonably aggres- 
sive." 

Borrow e rs in the loan mar- 
ket have been facing rising 
margins since the Asian cri- 
sis spread to Korea and 
Japan in late 1997. 

Japanese banks have sub- 
stantially withdrawn from 
the market, having previ- 
ously provided around 15 per 
rant of its capital. Mean- 
while, mergers of commer- 
cial and investment banks 
have removed some f undin g 
capacity. 

Pricing has therefore 
increased, and volumes of 
so-called plain vanilla loans 
have fallen sharply in the 
early stages of the year. 

Tbe $3bn Bass facility is in 
two tranches: a $L75bn term 
loan and a $L25bn revolving 
loan. Commitment fees are 
U basis points and 12V* basis 
points, respectively. 

Bass was advised by 
Schraders. 

Standard & Poor’s yester- 
day lowered its corporate 
credit rating for Bass from 
A+ to A- and the outlook was 
switched to negative, 
although- the short-term rat- 
ing of A-l was maintained. 
Base has $900m of bonds out- 
standing, and a ilbn com- 
mercial paper, programme. 

- “Bass’s limited financial 
flexibility for the rating 
'means that, a downgrade is 
possible if hotel industry 
conditions deteriorate or the 
financial profile weakens 
further”, S&P wrote. 

- However, Mr Stem said: 
“The change is understand- 
able, but not material” 
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BENCHMARK GOVERNMENT BONDS 
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Australia 

04/00 

7800 103.8658 

586 

-089 

-0.04 

-0.14 

-1.45 


10/07 

10.000 1318851 

5.71 

-0.10 

-0.09 

-0.13 

-1.76 

Austria 

09/99 

7.000 HM8800 

4.04 

-083 

-084 

-0.11 

+0.30 


07/07 

6-625 1048700 

s.04 

- 

-0.03 

-0.17 

-0.45 

Belgium 

01AM 

4800 998700 

4.01 

-081 

- 

-0.08 

+0.50 


03/07 

6250 1088400 

580 

-083 

-0.04 

-020 

-093 

Canada* 

09/99 

4.750 99 8500 

585 

+083 

+0.67 

+092 

+1.16 


09/07 

7850 113.0000 

5.42 

- 

+081 

+089 

-094 

Denmark 

12/99 

6800 103.1600 

4.12 

+0.01 

-083 

-0.15 

+027 


11/07 

7.000 113.1400 

584 

-0.03 

-086 

-022 

-086 

Finland 

01/99 

11800 106-2981 

393 

-084 

-086 

-0.15 

+087 


04/06 

7850 1158370 

483 

-0.04 

-089 

-026 

-083 

Franco 

01 AW 

4.000 100.1000 

384 

- 

-0.02 

-006 

+0.39 


10AM 

0.750 1118700 

487 

-081 

-0.02 

-aifl 

-080 


1007 

5800 104.0700 

486 

-082 

-0.02 

-0.16 

-0.41 


10/25 

8800 1068600 

582 

-082 

-0.02 

-0.19 

-0.72 

Germany 

W/99 

4.000 1002900 

3.79 

-084 

-0.02 

-0.08 

+0.43 


11AM 

7800 115.7100 

4.71 

-081 

-083 

-0.17 

-089 


07/07 

6800 1078300 

483 

-082 

-0.03 

-020 

-083 


07/27 

8800 1138900 

582 

-082 

-082 

-021 

-0.78 

Ireland 

04/99 

6850 1018800 

4.75 

-081 

-085 

-0.07 

-097 


08A» 

8.000 1189500 

5.18 

-O.Oi 

-083 

-024 

-1.16 

Italy 

05AM 

6.000 102.7800 

4.65 

-0.03 

-0.07 

-0.14 

-190 


06/02 

6250 1052500 

4.85 

-081 

-087 

-0.16 

-192 


07/07 

0.750 1109100 

527 

-082 

-084 

-0.16 

-184 


11/26 

7860 1209700 

5.79 

-083 

-084 

-0.15 

-2.16 

Japan 

03AM 

6.400 111.7100 

084 

-0.08 

-089 

-0.11 

+081 


12AM 

4900 1168400 

124 

-085 

-086 

-0.16 

-080 


09/05 

3800 109.4800 

1.66 

-085 

-0.10 

-020 

-0.76 


09/17 

3800 1078400 

2.49 

-0.04 

-0.09 

-0.19 

-087 

Netherlands 

11/99 

7800 105.8500 

380 

-0.02 

-0.03 

-0.15 

+095 


02/07 

5.750 106.0000 

421 

-0.01 

- 

-0.17 

-080 

New Zealand 

02/WJ 

6800 978634 

795 

+0.07 

+0.19 

♦029 

+029 


11/06 

8800 107.0331 

8.89 

+0.02 

+085 

+ai5 

-0.49 

Norway 

01/99 

9800 10*9200 

4.14 

- 

-083 

-0.17 

+027 


01/07 

6.750 110.8500 

5.19 

-082 

-081 

-0.15 

-0.45 

Portugal 

03/99 

8800 104.5882 
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-0.03 

-an 

-090 

-1.53 


02/07 

6.625 110.4715 

5.14 

-0.02 

-085 

-025 

-1.45 

Span 
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4.46 

_ 

+0.15 

+086 
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-082 

-085 
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Sweden 
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493 
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-0.06 

-024 
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+0.02 
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-0.17 
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-0.02 

-0.03 

-0.19 
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-0.12 Spain 


5.12 
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-020 Sweden 
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-061 Switzerland 

2.73 

-220 

-281 

Fisks 

«.» 

♦09Z 

-0.59 UK 


589 

-1.06 

-045 

Germany 

4.93 

- 

-0.61 US 


584 

*0.61 

- 

Ireland 

5.18 

-025 

-026 ECU 


5. Of 

♦0 12 

-0 49 

Italy 

S27 

♦024 

■0+7 Soma. Irmraane DanvTT Information 

Japan 



-*» London doskig. 

• New Ydi ctortn. 

Nmtrttaid, 

431 

-0 08 

-0L63 AtjamPtbcI ywiiJ 

b“ 



EMERGING MARKET BONDS 










Day’s 

Mtti's 

Sprd 


Rad 


S & P Bid 

BW 

chge 

chge 

VS 

Feb 23 

dote Coupn 

Raing pnee 

yMd 

yto 

yid 

US 

■ EUROPE 







Croatia 

02/02 

7800 

B8B— 95.3750 

6.38 

+0.04 

-0.46 

+282 

Poland 

07/04 

7.125 

BBB- 1028000 

6.63 

- 

-0.09 

+1.i3 

Russo 

06437 

10.000 

BB- 928000 

1185 

-0.19 

-086 

+5.32 

■ LATIN AMERICA 







Argentina 

09/27 

9.750 

BS 96.5000 

9.90 

- 

-0.53 

+4.05 

Brazil 

05/27 

10.125 

88- 962500 

10.54 

+0.01 

-0.74 

+4.69 

Mexico 

05/26 

11800 

88 1212500 

6.33 

- 

-088 

+3.49 
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China 

07/06 

7.750 

88B+ 1042500 

7.05 

- 

-020 

+1.53 

PMippInes 

10/16 

8.750 

BB+ 961250 

9.19 

+0.10 

-T.1B 

+382 

Thailand 

04/D7 

7.750 

BBB- 93.6250 

a 79 

+0.02 

-181 

+326 

■ AFTHCA/MTODLE east 






Lebanon 

07/00 

9.125 

BB- 1018250 

8-31 

+085 

+085 

+280 

South Africa 10/06 

8.375 

BB+ 98.6250 

B.59 

+0.06 

+083 
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Turkey 

09/07 

10.000 

6 98.6250 
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+0.06 

♦0.37 

+488 
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Argentina 

03/23 

5800 

BB 75.5000 

8.31 

+0.06 

-0.38 

+283 

Braz3 

04/14 

4.500 

BB- 60.7500 

9.70 

+0.02 

-0.80 

+4.06 

Mexico 

12/19 

6250 

BB 84.6300 

7.72 

- 

-0.17 

+2.00 

Venezuela 

03/20 

6.750 

B+ 382500 

&10 

-0.01 

-022 

+286 
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BOND FUTURES AND OPTIONS 
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LONG TERM FRENCH BOND OPTIONS (MAT1F) 


Strike 

Price 

Mar 

- CALLS - 
Apr 

Jun 

Mar 

- PUTS - 
Apr 

Jun 

101 

3.10 

887 

2.81 

. 

086 

081 

102 

2.10 

1.67 

2.02 

• 

0.15 

081 

103 

1.12 

086 

1-35 

082 

087 

084 

104 

085 

0.37 

083 

0.15 

085 

181 
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081 

0.11 

0.47 

081 

180 

183 

Eat ml tons. Ctata 12J30 Pub 11819. Premia eayl open WL, Cans 90.199 PUB 151JI18. 


Strike 

Price 

Mr 

Apr 

CALLS - 
May 

Jun 

Mar 

Apr 

PUTS — * 
May 

Jun 

10700 

0.47 

0.50 

0.74 

0.94 

0 

0.80 

084 

1.04 

10750 

0 

089 

0.52 

0.71 

083 

0.89 

1.12 

181 

10800 

0 

0.16 

085 

082 

083 

188 

1.45 

1.62 
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■ NOTIONAL GERMAN BUND (BOBL) FUTURES 
(DTB) DM250.000 lOOtfts Of 1009b 


Mar 

Jut 


Open 

105.66 

105.32 


Settprice Change 
105.52 +O.D2 

105.20 +0.02 


High 

105.75 

105.38 


Low 

10561 

105.19 


Est vol Open frit 
71,884 244358 

2,501 23.078 


■ NOTIONAL GERMAN BOBL FUTURES [UFFE)* DM2SO.OOO IQOttto of 10096 

Open Settprice Change Wgh Low EsL vol Open Int 

Mar 105.53 10565 +0.03 105.65 105.52 2292 17,083 

Jun - 105-23 +0.03 - - - 430 

Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

(UFFEI' Ura 200m lOOtte of 100% 

Open Sett price Change High Low Est. rat Open int 

Mar 118.85 118.58 +0.13 118.95 118.40 40194 106024 

Jun 11860 118.11 +0.15 118.50 118.02 5457 35956 

■ ITALIAN GOVT. BONO (HTfi FUTURES OPTIONS iUFFQ Lfra20On IDOtha of 100% 


Strike 

Price 

Jun 

CALLS 

Sep 

Am 

PUTS 

Sep 

11750 

1.44 

189 

0.98 

1.43 

11800 

1.16 

183 

180 

187 

11850 

091 

1.40 

1.45 

184 
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CURRENCIES AND MONEY 


Iraqi agreement causes dollar to fall 


MARKETS REPORT 


By Richard Adams 

The US dollar fell against: 
the D-Mark on foreign, 
exchange markets yesterday*, 
alter news of an agr eemen t 
in the international dispute ■ 
with Iraq. 

The dollar weakened to a 
two-week low against the. 
D-Mark after Kofi Annan,' 
the United Nations sec- 
retary-general, reached a 
written agreement with Iraq. 
The dollar finished trading 
In Europe at DM1.7986. com- 
pared with DM L8318 at the 
end of last week. 

The Gulf news helped cap 
the dollar's gains against the 
yen after Tokyo trading in 
the wake of disagreements 
between the US and japan at 
the Group of Seven leading 
industrial nations meeting 
over the weekend. 

The dollar's fall was 
extended during early New 
York trading, when- it- fell 
below what was thought to 


be’: a ;i support level ^at 

DM3.7980. - • 

Sterling followed the dol- 
lar^ lower, against, the 

T>-taark. with latest data 

showing downward revisions 
to fourth, quarter UK GDP 
figures and a'fcugeoningUK 
trade deficit. The pound- 
tumbled by nearly 2 £ pfen- 
nigs, compared 'with dosing 
prices on Friday. .It ended at 
DM23560. . 

The Swiss franc also fell 
against the D-Mark, after the 
Iraq agreement reduced the 
Swissie’s safe-havan role and 
what traders said was 
another injection of liquidity 
at 0.75 per cent by the Swiss 
National Bank, which has 
repeatedly undercut its 1 per 
cent official discount rate. 

The Norwegian krona was 
also lower against the 

■ fa Hm» T«»fc ’ ' 


Ml 23 
£«pot- 
1 nth 
3mth 

Tr. - 


1.6475 
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D-Mark, as oil prices Tell 
sharply in the wake of the 
UN-brokered deal 
- Elsewhere, the Bank of 
Greece intervened several 
times to prop up the 
drach ma , after its currency 
was Mt following warning of 
a possible ratings downgrade 
last week by Moody's. 

■ The weekend's G7 meeting 
resulted in pressure on the 
yen, after criticism that 
Japan could do more in fis- 
cal stimulus measures to 
help its own economy. 

But Hikaru Matsunaga, 
Japan’s finance minister, 
firmly rebuffed the point: “I 
felt the economic steps our 
government has taken have 
not necessarily been fully 
understood." 

The Japanese response has 
caused the currency market 
to mark down the chances of 
further action to come. 

.'"The bottom line from this 
is that the immediate r isk to 
dollar-yen from a more con- 
certed shift in Japanese fis- 


Drachma . - 

Against the doKar {Dr per S) 

265 — 
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cal policy has been neutral- 
ised. at least for the next few 
months, and those accounts 
that had covered or hedged 
their short yen exposure 
over the last two months are 
likely to begin to rebuild 
their positions." said Paul 
Meggyesi. Deutsche Morgan 
Grenfell's currency analyst 
in London. 

Ian Gunner, foreign 
exchange strategist at SBC 


Warburg Dillon Read in Lou- 
don, said selling pressure on 
the yen fame during Asian 
trading, while Europe con- 
tinued its lack of interest in 
dollar-yen trading. 

Mr Gunner said the G7 
meeting failed to produce 
tangible results, and was 
surprising only for the pub- 
lic acrimony between the US 
an d Japan. 

■ Michael Petley. director at 
the Ecu Group, points to sev- 
eral interesting technical 
factors weighing on the US 
dollar and sterling. Mr 
Petley says the market 
remains dominated by dollar 
bulls: "They are unable to 
think anything else c?n go 
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up. because or problems in 
the rest of the world." 

Mr Petley thinks yester- 
day's fall by dollar against 
the D-Mark is a clear break- 
out on the downside, after 
the dollar's continuing fail- 
ure to break through 
DM1.&450, and its pattern of 
lower 'highs’. 

"It would do neither the 
the dollar or sterling any 
harm in the long term to 
come back 5 per ceni or so,” 
he said. 

■ Greece’s problems - pro- 
voked by Moody's announce- 
ment on Friday that the 
country was being placed on 
a credit watch for a possible 
ratings downgrade - led the 
central bank to buy drachma 
for dollars to stop its fall. 

Dealers said the Bank of 
Greece also sold 200m ecu. 
$20m and DM22xn at the fix- 
ing. Athlbor. Greece’s one- 
month benchmark money 
rate, rose to 17JS2 per cent, 
compared with Friday's 15.23 
per cent 
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207070 -0.1731 900 - 058 216328 20.7900 20.7356 36 20603 

61X041 -04587 882 - 799 616520 606870 606539 05 604614 

11-2669 -00932 82B - 709 116839 112479 113352 3A 11.1875 

08729 -06717 850-808 86700 86590 86444 36 86833 

96144 -00797 114 - 173 100230 96894 B6843 36 96194 

26560 -00248 549 - 570 26905 . 26503 2647 36 26274 

467.484 -4639 974 • 994 473.101 466623 470.765 -04 478.164 

1.1887 -0007B 878-898 1.1981 1.1864 1JB78 16 1.185 

291664 -23.13 419 - 790 294768 2910140 291028 1.1 . 290021 

616341 -04687 882-799 616520 606670 606539 05 004614 

36317 -06273 305.- 326 36682 03249 03214 3.7 02992 

126619 -00609 582 - 675 1&473S 126341 123255 05 122509 

300557 -261 411 - 704 S0S6S6 302681 301652 2 A. 300474 

250.471 -0037 383 - 549 253600 249690 248698 26 240779 

101634 -OOG83 565 - 708 136546 101478 101346 26 136732 

26854 -00181 840 


07 206962 

36 58644 

05 106131 
4.0 86563 

08 05719 
36 26538 

-8.1 504685 -76 
16 1.1624 26 

16 285261 

08 58644 

09 02155 

06 116898 
26 290531 
26 240122 
2.7 126437 


2 2 

04 

05 
36 
36 
26 
24 


1026 

1916 

1045 

606 

1056 

1001 

65.1 

826 

754 

1016 

1016 

964 

915 

78.7 

809 


Ewope 

Austria 

Belgium 

Denmark 

FWend 

Fra nc a 

Germany 

Greece 


(Sen) 106558 
(BFr) 37.1400 
86560 
5.4602 
66330 
1.7968 


PKO 

m 

m 

PM) 


(Dr) 284470 


totiy 

LxMrntxxrg 

Netherlands 

Norway 

Portugal 

Spain 

Sweden 


(K) 

(U 


16825 
177445 
(LA) 37.1400 
(F9 2.0274 

(NKr) 7.5224 
(Eb) 1B4.no 
(Pta) 152415 
(SKr) 86101 


Argentina 
Brazil 
Canada 
Mexico | 
USA 


14962 -06107 954-970 
1.21566 • - 

Paso) 16431 406079 427 - 434 
(RS) 16554 406081 549 - 658 
(CS) 26391 406162 382 - 400 


16434 406073 430-437 


PadBc/MWMa Eaat/AMca 


Australa 
Hong Kang 
lode 
Israel 
Japan 
Malaysia 
New Zealand 
Phiflppines 
Saudi Arabia . 
Singapore . 
South Africa 


(AS) 24814 +00301 699 - 628 


(St*) 56156 406078 064 - 227 

ff) 21 0650 41657 123 - 377 
045) 66101 +01583 009 • 192 

(NZS) 26509 406195 485-532 
[Peso}- 66.7201 406544 772 - 830 
(SR) 8.1636 406271 621 - 650 
03) 27390 +063 159 - 220 

fl) 8.1239 406268 197 - 281 


ZA173 

urainn 

26733 

6.1 

26478 

03 

22483 

56 

1086 

Swttzarfanu 

(SFr) 

14515 

- 

- 

- 

- 

- 

- 

- 

- 

1044 

UK 

« 

16434 

16098 

1.4830 

14927 

26 

14849 

36 

14525 

26 

. 

Ecu 


14984 






. “ 

“ 

— 

.. 

sewt 

Americas 

- 

0.742031 

-* 1-6476 

16310 

.. - 

- 

- 

- 

- 

. ■ 

- 

Argentina 

peso) 

06998 

1-8612 

16428 

- 

- 

- 

- 

- 

- 

- 

Brad 

(«) 

1.1291 

aas ns 

26201 

26344 

24 

23248 

25 

22909 

• 21 

828 

Canada 

(CS) 

1.4234 

142215 

144507 

146526 

-126 

146638 

-129 

100191 

-128 

- 

Mexico (New Paso) 

86450 

16485 

16319 

16411 

1.7 

16381 

16 

16165 

16 

1005 

USA 

[S 

- 










Psdflc/MkkSa EssVAtrica 

2.4739 

24498 

24567 

23 

24465 

24 

24064 

22 

808 

Australia 

(AS) 

14978 

12.7701 

126458 

126259 

05 

12.7599 

-06 

13.1204 

-3.1 

. 

Hong Kong 

(HKS) 

7.7468 

64-5390 

63.7480 

•re 

- 

- 

- 


- 

- 

Mb 

(Rs) 

392050 

56450 

56060 

- 

- 

- 

- 

- 

. 

- 

brad 

(St*) 

36997 

211690 208.200 209.125 

64 

200685 

06 

190686 

05 

121.1 

Japan 

(Y) 

127640 

86216 

6.1125 

86128 

-06 

0327 

-1.1 

05019 

-34 

- 

Malaysia 

(MS) 

36396 

26860 

26347 

26544 

-16 

2862 

-16 

28836 

-1.1 

1007 

New Zealand 

(NZS) 

1.7348 

674845 

666B1E 

676097 

-86 

684977 

-107 

74.6403 

-114 

- 

PHBpptnes 

(Peso) 

406000 

6.1827 

6.1209 

6.1576 

16 

01445 

16 

00962 

1.1 

- 

Saudi Arabia 

(SR) 

3.7506 

2-7305 

2.6888 

2.7177 

06 

27192 

06 

2723 

-Ol 

- 

Stagapore 

fSS) 

16545 

8.1544 

84931 

-'8.1683 

-66 

&2E08 

-07 

86315 

-62 

- 

South Africa 

<R) 

46<35 

273861 

2909.72 


- 

- 


• 

. 

. 

South Karen 

(Won) 

166160 

544708 

53.8324 

536393 

16 

5361 

14 

502951 

16 

- 

Taiwan 

(TS) 

326580 

746330 

726280 

736962 

-86 

746633 

-07 

80742 

-104 

- 

Thailand 

(Bt) 

44.8500 


-0.1619 

-0445 

-0.0674 

-06679 

-00755 

-0623 

-4.035 

406151 

-22 

-0.445 

-06257 

-06705 

-265 

-162 

-0076 

-06175 

400073 

400126 


537 - 579 
200 - 600 
550 - 570 
565 - 636 
325 - 335 
S85 - 990 
220 • 720 
615 - 835 
370 -520 
200 - 600 
271 -276 
205 - 242 
060 - 160 
400 - 430 
076 - 125 
510-520 
430 • 437 
080 ■ 687 


- 290 - 291 


40655 400-500 


033 


-4122 000 - 000 


44 000 - 300 


Taiwan I(TS) 536972 +03044 742 

Thailand (BtJ 733757 404873 482- 
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128810 1265380 

12.6357 

13 

126333 

26 

12^323 

16 

102.4 

37.6840 

376230 

376825 

13 

36S£6 

26 

36.465 

1 8 

1026 

6.9673 

88368 

66484 

1.7 

66259 

16 

6.7E12 

16 

103.7 

£6456 

54460 

54506 

2.1 

5.4295 

22 

56552 

19 

80.1 

6.1266 

86144 

66232 

2.0 

6802 

21 

53215 

16 

104.4 

16279 

1.7937 

1.7958 

2.0 

1 .7393 

2.1 

5.7664 

13 

1022 

289660 

283600 

23867 

-10.1 

29227 

-116 

31137 

-9.7 

65.0 

16855 

16641 

16817 

0.7 

16807 

06 

16006 

-06 

- 

160162 

176866 

177567 

-06 

17766E 

-04 

1764.67 

06 

743 

37.6840 

376230 

376825 

13 

36656 

26 

36 465 

16 

102.0 

20601 

26216 

2.024 

26 

26166 

2.1 

13593 

13 

1006 

76267 

74990 

76109 

18 

7.4832 

16 

7.4174 

1.4 

953 

187.070 

183630 

164.001 

0.7 

183.66 

16 

18169 

1A 

916 

154610 

152.010 

152641 

08 

152.062 

03 

150AC5 

16 

76.1 

8.1033 

76970 

86038 

03 

76908 

16 

73456 

06 

833 

1.4792 

1.4475 

1.4462 

4.4 

1.4348 

46 

16896 

46 

108.1 

1.6485 

1.6319 

16411 

1.7 

16361 

16 

16165 

1.6 

104.4 

1.1015 

1.0830 

1.0995 

-12 

1.1019 

-16 

1.113 

-16 

; 

06998 

06898 

. 

. 

. 

. 

. 

. 

. 

1.1292 

1.1290 

- 

- 

- 

- 

- 

• 

. 

14265 

14200 

14225 

06 

1.4209 

0.7 

1.4172 

0.4 

832 

66500 

86300 

8.746 

-14.0 

6663 

-14.7 

931 

-14.6 

- 


* 

• 

- 

- 

- 

■ 

- 

109.7 

16065 

14959 

1407 

06 

1.4344 

03 

1.4837 

03 

886 

7.7482 

7.7455 

7.7548 

-12 

7.7993 

-2.7 

8.1168 

-4.8 

- 

392500 

336600 

- 

- 

. 

- 

- 

- 

- 

3.6151 

3.5948 

. 

- 

- 

- 

- 

- 

- 

129.000 

127630 

127.435 

4.7 

12663 

56 

121.675 

43 123.1 

3.8700 

3.7374 

36468 

-22 

36673 

-26 

46223 

-46 


1-7461 

1.7313 

1.7379 

-2.1 

1.7433 

-2.0 

1.7621 

-1.6 


406000 

404000 

406555 

-106 

41 668 

-126 

46.175 

-13J 


3.7507 

3.7505 

3.7523 

-06 

3.7557 

-06 

3.7713 

-0.6 


1.6895 

16425 

1.6561 

-1.1 

1662 

-16 

16845 

-16 


46600 

46340 

43775 

-86 

56492 

-8.0 

5.3398 

-8.0 


1663.00 

1654.00 


- 

- 

- 

- 

- 

- 

326250 

326500 

32.969 

-0.4 

326905 

-0.4 

323705 

-06 

- 

45 6000 

446000 

4563 

-102 

4562 

-106 

4935 

-113 

- 
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t son rati p«r S to Ft* 20. Bh^oHer spreads ki the Polar Spo* table show only die tan three decimal pU»a UK. feefend S ECU are queued m 
US ewieney. XP. Mogv norana nSoas Feb 20: Ban average 1990-100. B it, otto. rwd spot rales aid forward raws m ooch trite ard the 
Dote able in derived tern THE WMRBJ7B1S CLOSING SPOT ari FORWARD RATE revere Some values are rounded by the F.T. 


The ncbsnge rare primed in thte table are ado i 


i on foe Internet a http-frwww.FT.corn 


WORLD INTEREST RATtSj 


MONEY RATES 

Fab 23 Over 
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One 

month 

J 

mb 

5b 
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3% 
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~T 
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_ 
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4 
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- 
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Germany 

3^ 

32 

h 

3« 

32 
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250 
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5& 

Si 


- 
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itriy 


6? 
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6% 

5i 
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33 

3V 

h 
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33 

- 
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Switzerland 

to 
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1i 


- 

1 00 

_ 

us 
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&£ 

53 

- 
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_ 

Japan 


— Lj 

LL 

X 

s 

- 
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■ $ LIBOR BBA London 
haerfaank Firing 
US DoBar CDs 
ECU Linked Ds 
SOR Linked D* 

The FT nas repbEaO foe Leor FT 
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ms ran an nm for me aonmuc 

EURO CURRENCY, 

Fab 23 Short 

term 


French Franc 


5% 

5% 

5% 

53 

_ 

_ 

_ 

5.40 

5.43 

5 AS 

£40 


_ 

_ 
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- 

- 

_ 

32 

s: 

33 
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- 

- 
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Asian SSmg 
Short twin rotes jre cal 
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J 

M 

315 
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3 iJ 

3A 
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l 


3if 

3|i 
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•A 

3}J 
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34 

£ 

3fi 
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sh 
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-3ii 

3U 
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ji 

u 

3/* 

M 
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3h 
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h 
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Hi 

3» 
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4^ 
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*A 
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5?5 

s\ 

r* 
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4\ 
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7iS 
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>4 

i 

li 

% 

\ 

1! 
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1 
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4% 

Sra 
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Ml 

Mi 
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Mi 

5A 
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% 
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-SiJ 


f] 

« 

6 
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file 
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Sli 
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5A 
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jJ 
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*2 
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15 

A 
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US Debar and Van. ome is: twe days' nance. 

: FUTURES (MATIFIPara kttertank aflered rate 


Open 

g pnee Change 

High 

Low 

Esl vol 

Open int 

96.44 

1643 

+0.01 

96.44 

96.43 

1201 

55.490 

9664 

>664 

+0.02 

96 36 

96.36 

1,893 

67.845 

9662 

£*22 

+0.02 

9623 

9622 

1.128 

29.378 


: FUTURES (UFFEV DMlm points ol 100% 


Open 

tn pace Change 

High 

Low 

Esl vol 

Open InL 

96.495 

66.480 

+0.010 

96.495 

96.475 

15229 

366902 

96660 

/96650 

+0.010 

96670 

96645 

33215 

398987 

96260/96230 

- 

96260 

96.225 

20631 

319321 

96.075/ 

96.040 

- 

96.075 

96.035 

24692 

342514 


i MONTH I 


■ (UFFEV DM3m pomts ol 100% 


f Sen price Change 
9660 +0.02 

96.49 +0.02 

9646 +001 

9642 +001 


High 


Low 


Esl ml Open InL 
0 1425 

0 50 

0 1 

0 0 


I EUROURA. FUTURES (UFFE) - LI 000m potets ol 100% 



Od Sen price Change 

High 

Low 

Est vd 

Open inL 

Mar 

94 6 94 XK 

■0.01 

94.10 

94.04 

18935 

135446 

Jun 

945 95.12 

+0471 

95.14 

95.08 

23045 

212021 

Sep 

gh 95.62 

+0.02 

95.63 

95.60 

9935 

144064 

Dec 

gb 95.82 

+0.02 

95.B5 

65.80 

9952 

136094 


r EURO SMSS FRANC FUTURES (UFFQ SFrim ports af100% 



ten 

Sen price Change 

High 

Low 

EsL vol 

Open inL 

Mar 

Ur 

98 32 

. 

9853 

9856 

6019 

64013 

Jun 

Leo 

98.82 

-a 02 

B8.B3 

98.78 

5651 

62922 

Sep 

?.S9 

98.71 

-O.D2 

98.72 

98.67 

569 

23488 

Dec 

9.52 

98.54 

-0.02 

98.56 

98.51 

365 

15927 

■ THREE 

ONTO 

EUROYEN FUTURES (UFFE) YlOOm 

points oM 00% 


s«a price Change High Low Est. vol Open kit 


Mar Pi 

£34 9833 

-002 9834 

98.94 

100 

0 

Jun 

99.17 

+031 


0 

0 

Sep 

9932 

+0.04 


0 

0 


ROKTH ECU FUTURES (UFFE) Eculm points of 100% 



/ Open 

Settprice Change 

High 

Low 

EsL vol Open InL 

Mar 

/ 95.70 

95.69 

- 

95.70 

95.89 

881 

8845 

Jun 

I 95.76 

95.74 

- 

95.76 

95.74 

154 

7612 

Sep 

95.76 

85.74 

-O01 

95.77 

95.74 

308 

10206 

Dec 

95.95 

95.92 

-032 

95.97 

95.94 

127 

4550 

* LFFEj 

um oho trabod or APT 






■ ELP 

LIRA OPTIONS (UFFE) LI 000m pores of 100% 




Mar 

Jun 

Sep 

Mar 

Jun 

Sep 

an 

1.15 

1.64 

0.04 

0.04 

034 

002 

092 

1.40 

030 

0.08 

0.05 

031 

0.70 

1.16 

0.44 

039 

036 


Eat/- total. Cafe 6M0 Puts 23060 Previous day s open fee. Cafe 292488 Pub 216182 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES . 

Fab 23 BFr DKr FFr 

-DM 

K 

L 

R 

NKr 

• . Ea . 

Pta 

SKr 

sn- 

C 

CS 

S 

Y 

Ecu 

Belgium 

(BFr) 

100 

18.48 

1634 

4343 

1348 

4778 

5459 

2025 

495.7 

410.4 

2137 

3.908 

1.638 

3333 

2.693 

3443 

2451 

Denmark . 

(DKi) 

54.17 

10 

8300 

2324 

1365 

2688 

2357 

1037 

2883 

wa 

11.68 

2117 

0388 

2378 

1.459 

188.6 

1328 

Franco 

(Ffr) 

6L56 

1136 

- 10 

2382 

1.199 

2941 

3361 

1247 

3052 

2523 

1328 

2406 

1.009 

2359 

1358 

2121 

1309 

Germany 

(DM) 

20.65 

3311 

3354 

1 

0402 

968.5 

1.127 

4.182 

1024 

84.73 

4453 

0307 

0.338 

0-791 

0356 

71.13 

0306 

Ireland 

(IS) 

5135 . 

0478 

8341 

2387 

1 

2453 

2303 

10.40 

.2543 

210.7 

1137 

2.007 

CL841 

1.968 

1383 

1783 

1259 

Italy 

0) 

2.093 

0-386 

0340 

0-101 

-0341 

100 

0.114 

0.424. 

1038 

8389 

0451 

0.002 

0334 

0380 

0.056 

7210 

0351 

Netheriands (FT) 

1832 

3382. 

2376 

0.887 

0357 

8753 

1 .. 

3.710 

9031 

75l18 

3.951 

0.718 

0300 

0.702 

0.493 

6211 

0448 

Norway 

(NKr) 

4937 

9.114 

6.020 

2391 

0362 

2358 

2395 

ID . 

244.7 

2023 

1035 

1330 

0309 

1392 

1329 

170.1 

1210 

Portugal 

(Eb) 

-2ai7 

3.724. 

3377 

0377 

0393 

9333 

1.101 

4386 

■wo 

8278 

4351 

0.788 

0.331 

0.773 

0343 

69.49 

0.485 

Spate 

(Pta) 

2437’ 

4.498 

3356 

1.180 

0.475 

1184 

1390 

4335 

120.8 

100 

5255 

0352 

0399 

0.934 

0.656 

8294 

0397 

Sweden 

(SKi) 

46.37 

K556 

7.532 

2346 

0303 

2215 

2331 

9391 

2293 

1903 

10 

1312 

0.780 

1.777 

1248 

159.7 

1.1S7 

Switzerland 

(S=r) 

2539 

4.723 

4.156 

1339 

0488 

1222 

1.387 

5.183 

1263 

1053 

5319 

1 

0419 

0381 

0.683 

8214 

0327 

UK 

(Q 

6134 

1137 

9315 

2356 

.1.189 

2916 

3332 

1236 

3026 

2503 

13.16 

2385 

1 

2339 

1343 

2103 

1.496 

Canada ■ 

(CS) 

26.09 

4317 

4338 

1384 

0308 

1247 

1424 

5285 

1293 

107.1 . 

5.827 

1.020 

0428 

1 

0.703 

8938 

0.640 

USA 

(S 

37.14 

6358 

6333 

1.709 

0.723 

1774 

2027 

7322 

184.1 

1524 

8310 

1452 

0309 

1.423 

1 • 

127-9 

0310 

Japan 

(V) 

29.03 

53S9 

4.716 

1406 

0365 

1387 

1385 

5380 

.1433 

1121 

6261 

1.135 

0.47B 

1.113 

0.732 

100 

0.712 

Ecu 


40.79 

7.531 

6327 

1.976 

a795 

1949 

2227 

8263 

2022 

167.4 

8.798 

1394 

0.668 

1363 

1398 

1403 

1 


Kroner, French Franc. Nonragtei Kroner, end S ver fei Kronor per 1ft 
qm 1) DM 125.000 per DM 


Btegten Franc. Yen. Escudo, Lfea end Peeete per m 


flMM) Yen 126m per Yen 100 



Open 

Latest 

Change 

Hgb * Low 

Eat vol Open tat 


Open 

latest 

Change 

Hp 

Low 

Est vol Open tet 

Mar 

03510 

03657 

+03081 

03569. 03509 

10.783 

' 75340 

Mar 

0.7784 

27821 

-03015 

27845 

27782 

35.606 

96240 

Jun 1 

03540 

03588 

+03063 

03566 03512 

89 

4330 

Jun 

27882 

0.79Z3 

-03013 

27942 

27873 

537 

3.153 

Sep 


03605 

+03055 

03805 

10 

1,652 

Sep . 

- 

03035 

- 

- 

“ 

5 

534 

■ SWISS FRANC FUTURES (IMM) SFr 125300 pff SFr 



■ STBUN FUTURES (IMM) £62300 per £ 




Mar 

0.6827 

03833 

+03006 

0.6918 -03826 

6374 

42239 

Mar 

1.6342 

13434 

+20072 

1.8488 

13302 

or ps 

29,567 

Jui) 

0.5901 

03961 

+03057 

03998 0.6901 

77 

1344 

Jun • 

1.6280 

13380 

+03074 

1.6380 

13280 

35 

1380 

Sep 

1 


0.7055 

+03077 

27060 

1 

1,191 

Sep 


13290 

Brill 

+03080 

1.6290 

■Av in 

13200 

info rea 

10 

568 


UK INTEREST RATES 


London money rates 


feb 29 


Ovw+ 

night 


7 days 
notice 


One 

month 


Three She 
months montha 


Ona 


Interbank Sterling 7*8 - fi 1 ! 7% - 7*a 7fi - 7& 7fi - 7« - 7g-7j» 

■StBrflna CDs . - - 7ut ~ 7*8 - 7il 7fi - 7jj - 7fi 

Treosuy 8fc - ■» ' 7^« - Vn 7& -7ft - ‘ - 

Bank fflb - - -. 7^ - 7£ 7fi - 7i« ^ - 

Local authority depe. 7, 1 , - 7 7>ir - 7 1 * 7g - 7fi 7fi - 7j4 7B - 7li 7^ - 7^, 
Dfflcount Jrlaffcet dep* 7ft - 74 7A - 7A . - " •- ' ' " . 


ejaaring bank bse tanring rate 7V per cant from Nov 6. 1987 

Up to 1 1-3 . 3-6 6-9 

month month montha 


. 9-12 
monte 


Cans of Tax dop. (C1KI600) 2b 5»2 5 5 4% 

Cons of Tn» dep uxfor CIOOlOW la g^zpa 

mm. — +— ram ri fonM wi Feb 30. aiKMCpo- ECGD tad rare afo. Brpon Ffeanas 

Me to period Fab 26. 1998 to Mar 24. 1888. Scheme U &81PC. 

30. 1988. Sctomfe W S V 7JMpc. Hnanc. 

tfouse tone Race Bpctam Fe& 1. 1998 


Fab 23- 

Ecu oen. 
rates 

Rate 

against Ecu 

Change 
on day 

% +V- from 
cea rata 

% spread 
v weakest 

Dfv. 

bid. 

Ireland 

2798709 

2794624 

+2000535 

-031 

3.13 

3 

Sp«k> 

163326 

167298 

-0.074 

2.12 

248 

-15 

Italy 

190648 

194730 

-234 

2.17 

043 

-16 

Finland 

5.85424 

539550 

+200178 

241 

0.19 

-16 

Portugal 

197288 

202.173 

-2003 

2.42 

218 

-16 

Danmark 

724555 

732726 

-20014 

247 

0.13 

-17 

Fiance 

645863 

262081 

-200154 

231 

0.09 

-21 

Germany 

132573 

1.07476 

-200052 

235 

206 

-25 

Austria 

133485 

133946 

-0303 

235 

205 

-10 

Netheriands 

2.18979 

222687 

-200068 

238 

203 

-19 

Belgium 

39.7191 

427536 

-2009 

230 

030 

-19 

NON EHM MEMBERS 






Greece 

2B526B 

312407 

+0271 

630 

-202 

— 

UK 

2793103 

2684543 

+2001023 

-1221 

2245 

- 


■ THRgM MOOfTH STEWJMQ FUTURES 


(UFE) £500.000 polnta of 100% 


Ecu cetoal ran aet by dw Enopmn Conrtteann. Cwrardea are In defecenfog nAbve mngm. 
nil i»IM d an pe e ere to to a poaOva ctange dvcSae a waafc currency rw wy ncq arm foe rate 
b etw een tm; s p roB. foe partenage dd a ene e ttoeewr foe aaud martrw md Ecu cenfeW ncas to a 
errancy, and foe nadnin perraared pemenuga davtdfem ol foe currency** nortat ran ton es Ecu 
canate rase. t7/8fl2: aarftrg auapended foonr Bo*. A^iaDnani cefoufexsd by foe FrrancJal Tmes. 

8 RMLABBLPtltA SB E/S OFIKWHS £31650 (cents per pound) 


Change «gh Lew ESfL yol Open to. 
-061 92-52 9247 10118 122212 

92.82 9267 . 20164 137986 

-0.01 9261 82.75 16056 103429 

-0.01 9362 9265 11802 

^102 9361 "33.15 1888 

«gs. are far previous toy- 


34817 

66793 


Opan Sett price 
At w 92.51 9248 

fan 9260 9268 

iep 9260 92-75 

tec 9361 9266 

4ar • 9361 . 93.16 
tea traded on APT. Al C*wri 

| SMP irrSTgRLSteOPTlOIIS<LIFFgC50a00 0ptoltsrf100% 

foribn gUiS — — - PUT* • 

Mar Jin. Sep Mar . . -J" ^ 

" 037 068 0.01 0.04 0.07 

0.18 068 0.06 0.10 0.12 

D67 022 026 024 


Strike 

Plica 

‘ Fat) 

- CALLS - 
Mar 

Apr 

Feb 

- PUTS ~ 
Mar 

Apr 

1330 

1.61 

236 

232 

1.04 

139 

2.71 

1-540 

1.10 

1.77 . 

236 

134 

242 

225 

1350 

0.72 

132 

136 

2.03 

237 

333 


Previous day's vet. Cafe 245 Puts 29 . Plwr. day's Opan IrrL. Cate ZL?53Puta 22.352 

■ P ll UnSI P IRA SC P-—ARK/S OPTW IS DM82600 (3 par DM) 


225 025 . 

eso 0.05 

mod. Cda 77 S Pub m opan hfo. Crite 24640 B Pute 2 S 5742 


Sinks 

Price 

Feb 

- CALLS - 
Mar 

Apr 

Feb 

— PUTS - 
Ur 

Apr 

0340. 

. 1-11 

. 

- 

221 

240 

260 

2545 

277 

1.09 

141 

234 

0.57 

0.79 

2660 

248 

0.81 

1.13 

255 

032 

ixe 


021 


Prevkae dayts voL. Cab 3y023Puts 178B. Prev. toy's open M. Can 7^33 Pma 24.1M 


MONTH B WOBOLUH {(MM) Sim potato at 100% 


base lending rates 


% 

Company 725 
shBank(G8l 765 
Ansbocher 72S 
ttBOIAzcaya 726 
Cyprus 725 
Ireland 725 
ktk* 7-25 
Scotland 725 
iBank 725 
4MdEast 725 
Shptqr&CoLki 7SS 
NA 725 

Bis Baric 726 

operate* BanU2S 

ICO 72S 

PopoWBank 72S 
Unite 725 


ExrierTiwt LWBd &25 

. RnancUft Gan Baric 860 
•ftabenRBn6ng&Co725 

RQjlnass Mahon 725 
Haftto Bank AG Zuieti 725 
MtemfarosBank 725 
heritable & Gen few Bl 72S 
CHoareSCD 725 
Honrfwng ft Bhant^oi 725 
Imastee Barit (UK) LH72S 
jutenHottoaBaric 72S 
•LaapUd Joseph & S« 725 
(JoydsBff* 725 

Udand Bank . 725 

NriAfeanrinster • 725 

■neaBrateri 725 
Royal Bk of Scotland 726 
ScottshWidaM Baric 72S 


•Singef ft Fftedbnder 72S 
•SmihSVAamstxi 725 
Bui Bnridng Carp Ltd 725 
T5B 725 

IWted Barit 01 Kiwot 725 
Unity Trust Bank Flo 725 
WMawqrLafcsm 725 
YottaMre Baric 725 

• Mambea of London 
feweeBient Boridne 
A e sodaaon 
* tnariririetnaaq . 



Open 

Latest 

Change 

High 

Low 

EsL vol 

Open to. 

Mar 

9437 

9437 

-0.01 

9438 

9437 

26.786 

468,561 

Jun 

94.48 

9446 

-0.01 

9449 

94.46 

35368 

412383 

Sep 

54.50 

94.48 

- 

9432 

9447 

39,024 

324351 


■ US TREASURY MLL FUTURES (BMM) Sim per 100% 


Mar 9563 95.01 - 9563 95.00 

Jm • S569 85.09 - 95-10 95.09 

Sop - 95.16 - 

M Open Mnd figs, am to prerioua toy 

OPTIOIfflUFFgpMlm points OM 00% 


79 6.626 

60 3268 

13 217 




CALLS - 




PUTS 


Mar 

Apr 

May 

Jtn 

Mar 

Apr 

Mey 

Jun 

1.72 



139 

0 



0 

1.47 

134 

134 

134 

0 

0 

0 

0 

132 

1.00 

108 

130 

0 

0 

0 

0 

297 

0.84 

034 

034 

0 

0 

a 

0 


Prioe 
9475 
9600 
9535 
9660 

-Est vnL tetri, Crib 6432 Ptffl 3782. Previous toy's open m, Cefe 408178 Puts 370453 
■ PJRO 5HM98 HMIIC OPTIOM* (UVFg SFr 1m potato of 100% 


Strike 

Price 

Mer 

- CALLS - 
Jm 

Sep 

Mar 

- PUTS - 
Jun 

Sap 

9900 

034 

a 07 

207 

0.12 

223 

034 

9925 

0 


u±_m 

033 

043 

034 

Ba_wL 

ML Cafe 0 Put* 2 Prerious epei «, Cafe 6800 Pub 649S 



To Advertise in 
the Business 
Opportunities 
Section 


Please call Marlon Wedderburi 
on +44 0171 873 4874 


NOTICE TO THE BONDHOLDERS 
US$78,000,000 

Lite-On Technology Corporation 

Credit Enhanced Zero Coupon Convertible Bonds due I 

i the "Cooipaar” and the “ Bondi' respectively) 

“Notice of The First Consolidation Date in 1998" 

NOTICE IS HEREBY GIVEN w the bolder* .rf the uouwvJIftjr Bond 
Company that a meeting of Ihe Board of Director* trill be beU on 
March 12 , 139 S. In (ha mrecmg, a pmposri tar dbrtnboling varrdng^ or ca^ 
capital narm-vo to shareholders la to be approved for subnm&un to i ' 
aharcboldet*' mceUng. 

In accordance wnh lire Term, and Conditions of the Bnoto. the Finn Co 
date is March 5 . 19 M. 

February 2+, Uto 


FINANCIAL HUES 


The FT can help you reach additional bJess 
readers In France. Our link with me F# 1 
business newspaper. Les Echos. givePu a 
unique recruitment advertising oppanjy t0 
capitalise on the FTs European rea«? h, P 
and io target the French business ; 

For Information on raies and turner t 

please telephone: 

Toby Fmden-Crotts on + 44 1 71 87 


Appointments 

Advertising 


eppenia In the UK edition every 
Wednesday A Thursday end in the 
iKtematorul adttion auery Friday. 

For hotter Memtabon please toll: 
Tflby FfadantMte an 
•440171673 W 27 


i Investment Back 

7500600600 
[Rata Note* 
due 2002 

In aoxJce with the provisions of the 
is berrtn 1 pven fox foe 
s« Tor foe six non* period 
Augul. t «8 boa been 
f 1 875* pa nan. Hw interna 
.» rack six month period win 
» per ECU 5600 Bearer 
1680.03 per Ed. 1 100600 
no Mb AunisL 1998 
* i of Coupon No, 13. 


: of Sw lQ grttntl 

i Bank 

, 1998 


I Branch Agent I 


UBS 


GREEK EXTERNAL STERLING 
DEBT 

Assented Bonds of the 5% Loan of 1881 
Assented Bonds of the 4% Loan of I8S7 
Assented Bonds of the 4% Loan of 1889 
Assented Bonds of die 4% Loan of 1910 
Assented Bonds of the 5ft Loan of 1914 
Assented Bonds of the 7ft Loan of 1924 
Assented Bonds of the 6ft Loan of 1931 
Funding Bonds of the 4ft Loan of 1887 
Funding Bonds of the 4% Loan of 1S02 

Hambros Bank announces on behalf of the Ministry of Finance of 
. the Hellenic Republic that the sinking fends obligation of 1997 has 
been met by die drawing of Bonds as detailed below: - 

Asse n ted Bonds Drawn for Redemption:- 
£52,400 nominal of the 5ft 1881 Assented Bonds have been drawn 
(represented by 324 Bonds of £100 nominal). £49600 nominal of 
the 4% 1887 Assented Bonds have been drawn (represented by 248 
Bonds of £200 nominal'). £I12£20 nominal of the 4ft 1889 
Assented Bonds have been drawn (represen led by 486 Bonds of 
£20 no mina l and L032 Bonds of £100 nominal). £95,498.35 
nominal of the 4ft 19(0 Assented Bonds have been drawn 
(represented by 3.183 Bonds of £1985 nominal and 814 Bonds of 
£3970 nominal"). £398,15 1 JO nominal of the 5ft 1914 Assented 
Bonds have been drawn (represented by 2Q058 Bonds of £1985 
nominal L £319300 nominal of the 7ft 1924 Assented Bonds have 
been drawn (represented by 258 Bonds of £100 nominal and 569 
Bonds of £500 nominal). £4334*93.97 nominal of the 6ft 1931 
Assented Bonds have been drawn (represented by 2,050 Bonds of 
£133i33 nominal and 241 Bonds of £666.67 nominal). 

Funding Bonds Drawn for Redemption:- 
£51,600 nominal of the 4ft 1887 Funding Bonds have been drawn 
(represented by 926 Bonds of £50 nominal and 53 Bonds of £100 
nominal). £100 nominal of the 4ft 1902 Rinding Bonds have been 
drawn (represented by 2 Bonds of £50 nominal;. 

Bonds should be represented with coupons attached as follows: 
Assented Bonds 1881 5ft Coupons 72 - 80 attached 
Assented Boods 1887 4ft Coupons 72-80 attached 
Assented Boods 1889 4ft Coupons 71-80 attached 
Assented Bonds 1910 4ft Coupons 71-80 attached 
Assented Bonds 1914 5ft Coupons 72 - 80 attached 
Assented Bonds 1924 7ft Coupons 71-80 anacbed 
Assented Bonds 1931 6ft Coupons 71-80 attached 
Funding Bonds 1887 4ft Coupons 72 - 80 anacbed 
Funding Bonds 1902 4ft Coupons 72 - 80 attached 

Holders are asked to note that interest will accrue on the 4ft. 5ft 
and 6ft Bonds np to and including the 15th March 1998 and the 
7% Bonds np to and including the 16th Match 1998 as shown 
below:- 

InteKSt in respect of Bomb payable 15th March 1998:- 



Bond 

Iwtrewa 

Loan 

IVnninirB>rinii 

Payable 

5ft 188) Assented Bond 

£100.00 

£05139 

4ft 1887 Assented Bond 

£20000 

£08222 

4ft 1889 Assented Bond 

£2000 

£01822 


£10(100 

£09111 

4ft 1910 Assented Bond 

£19.85 

£01808 


£3970 

£03617 

5ft 1914 Assented Bond 

£19.85 

£00193 

6ft 1931 Assented Bond 

£13133 

£1.1555 


£666.67 

£5.7777 

4% 1887 Funding Bond 

£5000 

£02055 


£10000 

£04111 

4ft 1902 Funding Bond 

£50.00 

£02055 

Interest in respect of Bonds payable 16th March 1998:- 


Bond 

Interest 

Loan 

Denomination 

Payable 

7ft 1924 Assented Bond 

£ioaoo 

£1.3125 


£50000 

£63624 


In respect of the Brads circulating outside die Hellenic Republic, 
presentation for payment may be made between the hours of 
1CL00 a.m_ and 2.00 p.m. on any business day to Hambros Bank 
Ltd. Cashiers. 41 Tbwer Hill, London EC3N 4 HA from whom the 
list of serial numbers of the drawn Bonds may be obtained. Bonds 
must be left for three dear business days for examination. 

24th February 1998 
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COMMODITIES AND AGRICULTURE 


Silver prices expected to remain buoyant 


By Gary Mead 

A resurgence In investment 
interest, combined with con- 
tinued strong levels of indus- 
trial consumption, will keep 
silver prices buoyant 
through the rest of 1998. 
according to the latest 
annua? silver market survey 
by CPM Group, a New York- 

based consultancy and 

research company. 

Publication of the report Is 
opportune; silver has been 
grabbing headlines following 
the disclosure on February 3 
that Berkshire Hathaway - 
the financial services and 
investment company run by 
the investor Warren Buffett 
- bought 129.7m troy ounces 
of silver, then worth about 
S850m. between July 1997 
and January this year. 

The survey says that by 
the end of 1997 “reported and 
unreported silver bullion 
stocks reached extremely 
low* levels, sufficient to meet 


pst 4.4 weeks of annual fab- 
i cation demand, compared 
\ith 7.7 weeks a year ear- 
br". Stock levels are esti- 
mated to have declined to as 
title as 20 per cent of those 
ml990. 

Vhile supplies of newly 
reined silver from all 
soirees (including govern* 
met disposals, scrap recov- 
eiymd mine output i rose by 
3.8 -jer cent last year (to 
584. m troy ounces), they 
wen outstripped by indus- 
trial iemand; the deficit in 
1997 'as 21 4.2m troy ounces. 

In 398 the deficit is expec- 
ted t decrease to 160.1m 
troy unces. due in part to 
shaxpl expanded supply, up 
by I2.foer cent to 658m troy 
ounces 

Mine output of silver 
w'ould have been even 
greater 1 1997 but for nega- 
tive factrs affecting the cop- 
per. gob lead, nickel and 
zinc marets: almost 80 per 
cent of n.vly-mined silver is 


Ups and downs of silver 

Balance of suppty.and industrial demand (ounces m) 



a by-product of these metals, per troy ounce, 4 cents an is expected to expand its 
Average cash operating ounce lower than in 1996. mine production by 6J2 per 

costs of primary silver pro- The world’s largest silver cent this year, producing 
duction in 1997 were $3.54 producing country, Mexico, some 86m troy ounces. 


Output in Peru, the second 
largest producer, rose by US 
per cent to 63m troy ounces 
in 1997; this year, the rate of 
growth is expected to slow to 

48 per cent, with projected 
output of 66m troy ounces. . 

CPM forecasts that glob- 
ally, silver demand, will 
range from flat to steady 
growth in 1938. 

In 1997 photographic 
demand for silver was 19 by 

49 per cent totalling 242dm 
troy ounces, and is set to 
increase by L5 per cent this 
year. 

For jewellery, CPM fore- 
casts growth to be 2^ per 
cent electronics by just 0.6 
per cent and an other sec- 
tors by 5 per cent. 

However, in spite of some 
technological advances that 
have reduced the quantity of 
silver used in some indus- 
trial applications (for exam- 
ple, toe amount of the pre- 
cious metal used in X-ray 
film baa been cut in Half in 


the past 15 years), other 
trends are bullish. 

. Also, some countries are 
likely to register strong 
growth in demand for photo- 
graphic film, which, at 30-3 
per cent of total demand is 
toe main non-decorative use 
lor silver. 

In China and Russia, the 
practice of taking photo- 
graphs is currently growing 
at an estimated 11 per cent 
annually. 

The threat posed to silver 
-demand by the development 
of digital photography - 
which requires no silver- 
based film, or paper - is 
given a low rating by CPM. 

which sees the technological 
and consumer hurdles as 
implying little threat “for 
at least the next several 
years". 

Given toe various indica- 
tors contained in the CPM’s 
report, it appears that Mr 
Buffett may have spotted an 
opportunity. 


UK farmiig minister 
in warning on euro 


By Alison Maitland 

The European single 
currency could lead to 
greater volatility in the 
value of farm subsidies 
between countries in the 
euro zone and those outside, 
a UK agriculture minister 
said yesterday. 

Lord Donoughue. food and 
farming minister, said the 
start of the euro would mean 
a thorough overhaul of the 
European Union’s agrimone- 
tary system, which is used to 
translate Ecu-based subsi- 
dies into national currencies. 

He told a London confer- 
ence on European monetary 
union, organised by Farm- 
ers’. Weekly magazine, that 
arrangements would still be 
needed to convert Common 
Agricultural Policy pay- 
ments into national curren- 
cies for countries not signing 
up next year. 


COMMODITIES PRICES 


“There my be greater 
volatility fetween non- 
participating urrencies and 
the euro, beiuse the Ecu 
reflects the \lue of their 
currencies antthe euro will 
not." he said. 

Measures puecting the 
value of subsi<es in coun- 
tries with stror currencies 
such as the Ut would also 
end next year. 

These measur allow for 
a “freezing" of arimonetary 
rates for arable aj livestock 
fanners when ^currency 
rises steeply. UK i-mers. for 
example, have bin saved 
£400m over two yirs by a 
freeze in rates. 

The minister saiifhe suc- 
cessor to the agrimtetary - 
or green rate - systn must 
be simpler, more tratparent 
and less costly. Thttystem 
currently added mo than 
£900m to the annual ost of 
the CAP. 


However, difficult negotia- 
tions with those entering the 
euro lay ahead for those 
countries not participating, 
he warned. 

States entering the single 
currency “may even want 
measures to stop the system 
benefiting the member states 
not taking part". 

“We could not accept mea- 
sures disadvantaging coun- 
tries which do not partici- 
pate in the single currency, 
or those not joining in the 
first wave." he said 

Those joining the euro 
would be keen to ensure the 
entry rate was as generous 
to farmers as the green rate 
and might demand transi- 
tional compensation if it was 
not. the conference was told. 

Serious negotiations on a 
new system would start once 
participants in the single 
currency became known in 
May. 


E German dairy transformed 


M attias Beuster is 
proud of his milk- 
ing parlour. It 
might not seem much to 
those accustomed to the 
large, gleaming dairies seen 
in other parts of the Euro- 
pean Union. But. says Mr 
Beuster, when he first came 
to the farm he manages at 
Tietzow, 22km north-west of 
Berlin, in the former east 
German state of Branden- 
burg, the cow sheds “looked 
like a 16th century painting 
by Albrecht Durer". 

Since German reunifica- 
tion in 1990, Mr Beuster has 
made mistak es and the busi- 
ness still depends on EU and 
government subsidies. But it 
has been transformed. The 
path Mr Beuster has had to 
follow still lies ahead of 
many farms in east Euro- 
pean countries hoping to 
join the EU. 

The most dramatic change 
has been the sharp foil in 
numbers employed Mr Be lis- 
ter’s 850 hectares - an 
extremely large farm by EU 


standards - now be run 
by eight people rather than 
the 51 who used to be 
employed. His neighbour. 
Udo Folgart. who runs a 
1,200 hectare mixed farm in 
Paaren. says agricultural 
employment there has fallen 
by 90 per cent since 1990. 

Mr Beuster’s farm had 
been a co-operative. Alta: 
the Berlin wall came down, 
the original landowners 
were entitled to take their 
land out of the co-operative. 
But they decided not to. and 
the farm remained locally 
owned. After salaries, at 
about DM14 an hour, one of 
Mr Beuster’s largest costs is 
DM70.000 ($38,423) a year in 
rent to those owners. 

In 1991. Mr Beuster’s form 
signed a 10-year contract to 
supply milk to a large dairy 
company in Brandenburg. 
This, be now realises, was 
naive. The company dictates 
the price, and the farm 
receives almost the lowest 
price in the region at 54 
pfennigs a litre. 


It also arranged two bank 
loans - a . 20-year loan for 
DM800,000 and a 10-year loan 
for DM400.000. The interest 
rate is 8 per cent but the 
government pays 6 percent- 
age points of that. 

A new cow shed and the 
milking parlour were com- 
pleted in 1993, allowing the 
210 cows to live indoors dur- 
ing the winter. The form pro- 
duces about 3,500 litres -of 
milk a day. Its turnover is 
DM 1.6m a year, of which 
about one-third comes 
through subsidies. 

L ife is more difficult 
than before reunifica- 
tion, Mr Beuster 
believes. But his neighbour. 
Mr Folgart, is happier. The 
old security of employment 
may have gone, but before, 
he says, “production was the 
only figure that mattered”. 
Now, with up to DM550,000 a 
year in subsidies, “all the 
costs are behind us and we 
put a little into investment 
That is the goal”. 


Across the road from Mr 
Beuster’s farm, is another 
face of eastern German form- 
ing. Last year, Weser Cham- 
pignons, the biggest German 
producer of mushrooms, 
began cultivation in a big, 
purpose-built shed. 

The DM7m investment will 
take mere . than 10 -years to 
pay off because mushroom 
prices are low. The 25-30 
tonnes of mushrooms that 
emerge weekly, from the 
dark, humid shed sell for 
about DM4 a kg. 

hi order to get permission 
to build the shed, the com- 
pany had to buy 40 hectares 
of land and -guarantee 32 
jobs. In feet,- tip to 45 people, 
work in the shed. Most axe 
hand-picking the - mush- 
rooms. for which they earn' 
between DM9 and DM13: an 
hour; - i ’. [ 

While most farms have 
had to <nit labour, Weser 
Champignons has 'shown 
there can be new jobs too, " 

Maggie Urry 


OU falls i 
sharply on 
UN deal 
with Iraq 


MARKETS report 


By Robert Corafne 

and Gary Mead 

Oil prices fell sharply as 
traders assessed the impact 
of a diplomatic end to the 
Iraqi crisis. 

_Prices in London and New 
York hit lows last seen 
almost four years ago. In 
early trading on London’s 
International Petroleum 
Exchange Brent Blend for 
April delivery fell to $14 a 
barrel, down 67 cents on Fri- 
day's dose. 

It later firmed a little on 
uncertainty as to whether 
the deal brokered by Kofi 
Annan , the UN secretary 
general, will prove accept- 
able to the US; in late trad- 
ing April Brent was $14.18. 

The big concern of the 
markets is whether a deal 
will pave the way for an 
early Introduction of a much 
expanded ofl-for-food pro- 
gramme, which could lead 
to much larger volumes of 
Iraqi crude competing for 
market share when oil 
demand usually moves into 
a seasonal downturn. 

Base metal prices sagged 
on the London Metal 
Exchang e yesterday as trad- 
ers pointed to the continued 
slump in Asian markets as 
undermining any chance of 
a quick recovery. 

Three-month copper came 
undo* pr e s sure, dropping to 
its lowest since November 
1993 In toe morning session, 
and finishing at $2,629, 
down $40 on Friday’s dose. 

Aluminium was also 
beaten- down to a 16-month 
low of $1430 a tonne before 
rallying to $1,433, down $19 
from toe previous dose. 

Tin dropped $60, to $5,280 
a tonne. Billiton Metals fore- 
castan excess pf supply over 
demand, for tin of 5,000 
tonnes for . 1998. 

Gold was “fixed* 1 in Lon- 
don in the afternoon at 
$292.70 a troy ounces $2.50 
weaker than in the morning. 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices iron Amalgamated Metal Trading) 

■ ALUMINIUM. 98.7 PURITY <S per tome) 



Cash 

3 mtha 

Clo&e 

1420.5-1.5 

1438-9 

Previous 

14445-455 

1460.5-615 

High/low 


1450/30 

AM Official 

1413-15.5 

1433.5-34 

Kerb dose 


1433-4 

Open inL 

259.039 


Total daiy turnover 

101.495 


■ ALUMINIUM ALLOY (S par tonnef 

Close 

1258-63 

1280-85 

Previous 

1273-78 

1301-03 

Hlgh/tow 


1285/1275 

AM Official 

1250-54 

1280-81 

Kerb dose 


1275-80 

Open taL 

4.868 


Total oaiy turnover 

1.623 


■ LEAD <3 per tonne) 


Close 

504.5-5.5 

519-20 

Previous 

506-7 

520.5-21 

hfigh/low 


520/511 

AM Official 

497.5-85 

5135-4 

Kab dose 


513-4 

Open mt 

32.083 


Tota) daly turnover 

6.129 


■ NICKEL IS per tonne) 


Close 

5325-35 

5415-20 

Previous 

5425-35 

5515-25 

High/low 


5500/5400 

AM Official 

5325-30 

5415-20 

Kerb dose 


5400/05 

Open inL 

58530 


Total daily turnover 

11.660 


■ TIN (5 per tome) 


Ctose 

5265-75 

5290-300 

Previous 

S310-20 

5325-35 

HighAow 


53205275 

AM Otfldal 

5250-60 

5270-75 

Kerb ck»e 


5285-315 

Open tm. 

14.191 


Told daiy turnover 

4.439 


■ ZINC, special Mgh grade <S per tonne) 

Close 

1013.5-4.5 

1038.5-9.0 

Previous 

1017-18 

1041-42 

HigMow 


1041/1026 

AM Official 

1002-02.5 

1027-27.5 

Kerb dost' 


1030-1 

Open inL 

73.441 


Total daSv turnover 

27.396 


■ COPPER, grade A (S per tonne) 

Close 

1616-7 

1842.5-3.5 

Previous 

1644.5-465 

1671-73 

Highilow 


1661/1627 

AM Offidai 

1622-23 

1648-49 

Kerb dose 


1629-30 

Open im. 

145.937 


Total cLriv turnover 

66.469 



Precious Mets continued 

■ GOLD COMEX (IGO^ oj_ : s/trpy qz.j 

sen Bay* Open 

price change ft tow Vd W 

Ml 2941 -(.0 29 23ifl 799 822 

Mar 2941 -4 0 23- ms 

Apr 294.7 —4.0 238 2915 22.164 84,856 

Jrn 2965 -4 1 299 235 j 909 165*5 

Aog 2984 -4.1 300.2975 69 5565 

Oct 3005 -4.1 3W.I29g_2 131 3521 

Total 25588171086 

PLATINUM NYMEX 150 y q-.; S/poy tg.) 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tnrrrwa: E par tonne) 

0 pan 
ftt 


SOFTS 

■ COCOA UFFE {10 tonnes CAorne) 


Mar 

Mar 

M 

top 

Mov 

Total 


Sell Day's 

price change Kgb In W 

79.25 +0.85 7955 78.40 
81.70 +0.70 81.60 81.00 
8170 *0.70 8175 8100 
80.75 +0.35 

8275 +055 8275 82.40 


Sdt Day** 
price change 


lM «0l U 


85 

670 

M«r 

1001 

+1 

1002 

991 1.664 32J74 

tor 

E8 

4.160 

to 

1024 

+1 

1024 

1012 1.748 374)19 

Jra» 

63 

795 

M 

1045 

- 

1046 

1033 

142 14,465 

A»9 

- 

110 

top 

1066 

-1 

1067 

1055 

378 25,460 

Oct 

36 

1JZ1 

Dec 

10BO 

-2 

1090 

1080 

483 31,357 

Dec 

282 

7,669 

Mar 

1119 

-2 

1120 

1109 

616 27,584 

M 

OB] bushel) 

TOM 





5440187,500 

TOM 


Apr 

373.7 

-5.5 379.0 35 1|177 g S2 g 

Jd 

3714 

-5.5 375.0 g j 20 874 

Oct 

3704 

-5.5 - _ - 359 

Jan 

370.4 

-6 5 3750 L0 - 36 

Total 


1,197 10095 

■ PALLADIUM NYMEX (100 \ SAlbv Oi) 

Mar 

23365 

+0.35 23450 2 1) 780 Z398 

Jon 

232.40 

+0.35 23400 23i 706 Z049 

Sep 

230.40 

+035 23000 23C | 406 

Total 


1.486 4553 

■ SILVER COMEX (MOO Troy dZ^ntS/hbY azj 

Feb 

646.8 

-** ~ 6JS1 40 

Mar 

6*73 

-50 653 0 636. q gig 42568 

May 

647.1 

-0.4 6500 634J5595 29.4^ 

Jd 

645.1 

+1 8 eoo 633 C 662 11608 

Sep 

6461 

+2.8 6500 6430 8 4.847 

Dec 

647.1 

+3 8 6480 6340262 10433 


Mar 32650 +275 32750 32125 10582 28540 

May 33575 +2.75 337.00 33150 6712 31438 

JO) 34450 +3 34550 34Z00 4.12S 29508 

Sep 35150 +45 35350 34950 246 3516 

Dec 36250 +4 36*50 £150 317 5537 

Jnl 35850 +1 - - * 37 

TOM 21,788 99582 

■ MAIZE CHT (5,000 bu min; cents/58fc burimi) 

Mir 26175 -075 26750 26575 28.743 81940 

May 27375 -075 27550 27375 145S1 90539 

M 27950 -0.75 28175 27850 1322 87547 

Sep 28050 +0.75 28150 27950 798 1+518 

Dec 281.00 +075 28225 Z7950 4572 S9588 

Mar 28750 +1 28850 28575 365 4.154 

Total 67,781 342524 

■ BARLEY UFFE (100 tome* £ per tonne) 


COCOA CSCE (10 tonnes: Staines) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (4Q,000lt»a; carta/lbs) 

Sett Dafk Open 

Price change Wgb lew Yel lot ' 

61875-1550 64500 6182512553 52530 


08500-0725 09550 68550 249 5,790 

70775-0.675 70550 70700 36 1501 

71500-0.400 71.925 71500 12 264 

■ LEAN HOGS CME (40.000U»; cents/lbs) 


Mar ' 

1506 

_ 

1510 

1480 

380 503 

for 

50200-2000 51^50 50200 4028 

18004 

Mey 

1553 

+10 

1556 

1518 4,208 37,216 

too - 

58^0-2000 59.900 53350 2/10 

HOS2 

M 

1586 

+12 

1588 

1550 

531 8023 

Jta 

58000-1025 80000 SBJ50 631 

3050 

Sto 

1612 

♦12 

1605 

1590 

74 8,739 

toB 

57000-2.000 50250 57000 170 

1,712 

Dec 

1645 

+12 

1645 

1620 

156 12.571 

Oct 

55.675-1.125 58.600 55.450 225 

2048 

Mar 

1675 

*12 

1668 

1850 

353 9732 

Total 



Total 





6X79 79,195 

■ PORK BELLIES CME (40.00£Xbs; cents/toa) 

■ COCOA (ICCO) (SDR'c/ionnrt 


ra> 

42000-1.725 42000 40.725 45 

33 

FA 2D 



Price 

Pnw. (toy 

Mar 

40075 -ZQ2S 42000 39.700 1O>0 

3.1H 

Daly _ 

— 


.1215.45 

1227.78 

May 

41075-2325 43350 41000 794 

3070 


COFFEE UFFE (S tonnes; S/tanne) 


Total 


968 109774 


ENERGY 

■ CRUDE OIL NYMEX (1500 bara^baraH 



Latest 

Day^ 



Opaa 


price ebanga Meh 

law 

> tot 

Apr 

1580 

—0.44 

1603 

1551 00; m.Ok 

War 

16.12 

-0 40 

1801 

1S.B8 15^5.736 

Jim 

1650 

-0.31 

16.63 

1621 

^18^653 

Jie 

1678 

-0+8 

16.84 

16.51 

1«'8,704 

Aag 

1700 

- 

1700 

16.78 

1^34,79 

Sep 

17.22 

-025 

17-25 

17 00 

311^95 

fatal 




121,370^57 

■ CRUDE OIL IPE (Starred 



Latest 

Daft 





price ctoage mg* 

Lm» 

Vd t 

Apr 

1408 

-0 39 

14.44 

14.00 19.193 <57 

May 

14 75 

-033 

14 68 

14 43 

9345 Jb 

JlS> 

15.13 

-032 

15 17 

(4 90 

1531 22 

Jd 

1S48 

-039 

1551 

1524 

715 (jj 


1553 

-0.44 

1560 

15.55 

563 7 

Sep 

15.83 

- 

15.68 

1555 

1.040 8. 


Total a fc jot 

■ HEATING OIL NYMEX 142.000 US gals.: C/US 93 


Latest Oafs 
price change Wga 


Low w tat 


LME AM Official C/S ret*: 15359 
LME Closing C/S rate-. 1-6445 


Apr 

May 

Jun 

Jol 

Aim 

Total 


: 1 8470 3 ruts 1 6400 6 nto I5JB 9 «UB 1.6285 ■ GAS OIL PE (S/axiWI 


44.2S -0.97 44.70 4370 14.188 40.621 
4490 -0.92 4525 445S 2.435 ttSSSUw 
45.70 -0.72 46.42 45.30 1.053 1B554ta 
4£SS -0.62 4550 4655 894 12514 1 4»7 

<750 -0.37 4750 477S 335 S.SS3 

36220180733 ‘0* 


Mar 

7425 

+4L25 

7400 

7400 9 265 

Mey 

7535 

+035 

- 

- 275 

Sep 

77.75 

- 


- - 7 

( tor 

79.75 

- 

- 

- - 375 

Jan 

81 75 

_ 

- 

- - 72 

TPttI 




9 964 

■ SOYABEANS CST [5.000bu min: ceflMOb tasheO 

Mar 

662-50 

-425 666-00 661.00 26.141 39J02 

May 

66500 

-2.75 68850 G61O0 13533 48.502 

Jd 

670 JS 

-125 67730 66550 4J98 34.883 

Aug 

66850 

-4 673.00 568.00 240 6J306 

Sep 

65700 

-4 659 00 657.00 33 984 

Hoe 

65435 

-4 75 656.00 650.00 1,576 1 6^83 

Total 




4M74 146030 

■ SOYABEAN OO. CBT (BO.DOOfbs: centsta 

Mar 

26.91 

-01 

2707 

2606 13084 23064 


27 JO 

-009 

27.47 

2705 13015 55,779 

Jd 

27 B0 

-a 06 

27.75 

2730 5051 31.191 

Aog 

27.48 

-o.w 

27.55 

2727 478 5.944 

Sep 

27 19 

-0.16 

2725 

Z7JJ5 561 2058 

Dd 

26.80 

-IX2S 

27.05 

393 2.686 

Total 




35258 128072 

■ SOYABEAN MEAL CBT (100 tons: Star) 

Mar 

179.7 

-22 

181.8 

179.3 10788 28001 

May 

179.3 

-1.9 

1810 

1790 10061 46006 

Jot 

1B1.5 

-1.4 

1EL3 

1810 5055 28.132 

Aog 

183.3 

-1.1 

1830 

1820 1270 9082 

Sep 

185.1 

-1.1 

1B52 

184 8 1.02S 7.159 

Oct 

185.9 

-12 

I860 

185.0 251 2024 

Total 




31015129022 

M POTATOES UFFE (20 tomes; £ per tamp) 


Mar 

17K 

+7 

1765 

1747 1089 14,352 

May 

1753 

+10 

ITS 

1734 1706 20.128 

Jta 

1735 

+14 

1728 

1715 265 3249 

Sfl> 

1719 

+14 

1721 

1698 201 1027 

Nev 

1895 

+14 

lees 

1688 10 389 

Jae 

Total 

1680 

+14 

” 

- - 38 

4J771 40088 

■ COFFEE XT CSCE <37,50QbK cents/1 be) 


41560-2225 43500 40275 
39.825-1550 41500 39500 


1/426 

m 


"fatal 


JOTTER PAD 


LONDON TRADED OPTIONS 

Strike price 5 tonne — CaB» — — Pats — 
■ ALUMINIUM ... - 


CROSSWORD 


Mar 

17925 

+L20 180.00 17425 

839 

2287 

May 

17505 

+305 177.75 17200 4064 16064 

JM 

16805 

+3J0 16900 165.00 1.105 

5005 

Sap 

158.15 

♦Z15 158.50 15523 

147 

2083 

Dk 

14900 

+1.40 14800 148.00 

74 

2044 

Mmt 

I4IO0 

+TOO 14300 14300 

IS 

389 

Total 



62*4 29AS 


■ COFFEE (tCOj (US cents/pound) 


Fto 20 

Cmp-dsfly — 
15 day average 


13277 


13151 


Pier, day 
13274 
131.10 


■ WHITE SUGAR UFFE (SO tonnes: S/tenne) 


700 

- 

ra 

- 

73.0 

-1.0 740 740 

5 

990 

as.o 

-20 

- 

180 

B.D 

-20 - - 

- 

_ 

60.0 

- — — 

- 

ra 



S 

1507 


HIGH GRADE COPPER (COMEX) 



Sett Day's 



open 


price cfcanga 

High 

Low 

Yol Ini 

Fed 

7205 -1.35 

7325 

7250 

127 416 

Mar 

72.75 -1*0 

7300 

7240 

9,442 24244 

Apr 

7135 -1.35 

74.00 

73 30 

96 2219 

May 

73.70 -1.35 

75.10 

73 40 

8.048 18.033 

Jm 

74 30 -1.30 

74.90 

7400 

38 2012 

Jut 

Total 

74.85 -130 

75.40 

74.40 

1255 6.166 
18,151 74044 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Frees supplied try N m RotliscnBd) 

GoldlTtoy 02) S price £ «*!« SFr eouv 
Close 28370-283.70 

Opening 29570-295.70 
Morning fix 29570 180.416 434.233 

Afternoon fix 292.70 171096 425793 

Day’s High 3S50-296JX) 

Day’s tow 29270.292.70 
Previous dose 296.9079740 
Loco Ldn Mean Gold Lending Rates (Vs USS) 

1 month 3.03 6 months ... 7.8S 

2 months 3.05 12 months 2.92 ■ UNLEADED GASOLINE 



Sett Day's 


Dpm 


pries change ffispi 

Low 

Yol tat 

Mar 

13350 -4.75 134 75 13125 

9.615 27.133 

Apr 

13600 -425 13700 133.75 

6.11* 15JJ01 

May 

139 00 -175 13925 136.50 

2040 11.670 

Jnn 

142.00 -325 142JW 139 50 

1245 14 348 

Jol 

144 SO -3.50 144.75 14300 

UBS 5.663 

Aog 

14725 -3JM 1472S 145:00 

866 5.088 

Total 



23JM011B.U9 

■ NATURAL GAS FE <1.000 items pence par tferru 

8a 

9.460 -0050 9 470 

9.460 

75 15® 

Apr 

9350-0200 9350 

9300 

175 1700 

Total 



545 11870 

■ NATURAL GAS NYMEX (10.000 lontite Stranfita.) 


Latest Day*! 


Open 


price change High 

Low 

Vol tat 

Mar 

2.19Q -0.008 2210 

2175 31110 30 143 

Apr 

2240 - 135 

2220 

9589 33,10 

May 

2260-0010 2285 

2250 

2444 15.366 

Jim 

2280-4008 ZJ0Q 

2270 

1,537 14500 

Jol 

2295-0027 2305 

2290 

lr«6 11.400 

Ann 

2305 -0032 2JZS 

2300 

710 13,060 

Total 



57,131211X17 


1039 

-11 

1040 

1039 

6 

201 

1110 

-so 

1140 

1095 

80 

463 

1145 

-55 

1190 

1115 

92 

634 

1010 

-25 

1035 

1005 

17 

191 

1150 

-IS 

_ 

_ 

- 

121 





196 

1B15 

Qsse 

ftwr 





1030 

1017 






FKBGHT |BIFFE*4 UFFE (SlO/toda* point) 


P_P AND PAPER 

gj JEX OMLX (USS; 24 air dry tons) 

Sett DaYs Open 

price change Mgh lew Voi to 
“»■ 18850 -350 49150 48100 109 437 

■■1S.OO -450 51600 50900 48 445 

Total 

data 

M *“* data suppbed oy CMS 


May 

276J 

_ 

276.5 

271 6 1.438 17,759 

tog 

281. B 

- 

2823 

2775 1,147 7.796 

Od 

2824 

- 

2B35 

279.4 260 6509 

Dec 

28SJI 

- 

2B5J! 

2835 40 728 

Mar 

2921 

- 

- 

- 312 

May 

292B 

- 

- 

- 379 

Total 




3X54 33528 

■ SUGAR 11' 

CSCE (112,000bs centa/fes) 

Nv 

9X2 

-OX5 

10.44 

9.781 5.1 59 33723 

May 

960 

-0 48 

10.14 

95323550 82042 

Jut 

9A7 

-0*S 

9X9 

040 9J23 35X33 

Od 

9.67 

-053 

1020 

960 4,542 40507 

Usr 

9X1 

-0.48 

10*1 

085 1304 15X23 

M*T 

955 

-0.45 

7042 

9X8 598 2X41 

Total 




55X21210321 

M COTTON NYCE (50.000tto: centaAw) 

H, 

64.14 

+024 

6*50 

63X5 7A44 2X00 

“*T 

66.10 

+056 

6022 

65X0 8X42 36.007 

M 

67.47 

+052 

6755 

67X0 3538 21,533 

Od 

69X5 

+052 

£9X5 

6060 224 2X05 

Dee 

71.40 

+053 

7150 

70X5 2531 22522 

Mar 

72J3 

+055 

7257 

7225 73 1514 

Total 




22,791 88X65 

M ORANGE JUICE NYCE (IS.OOOftac Mrtaflt* 


(99.796) LME 

Mar 

Jiei 

Mar 

Jun 

1300 . .. 

139 

156 

1 

11 

1400 _ 

55 

85 

IB 

38 

1500 

16 

38 

72 

89 

■ COPPER • 





(Grade A) LME 

Mar 

Jn 

Mar 

Jun 

1500 

128 

184 

8 

24 

ifinn 

55 

too 

33 

57 

1700 

18 

64 

9* 

113 

M COFFEE UFFE 

Mer 

May 

Mar 

May 

1850 _ _ 

127 

181 

24 

76 

1700 

92 

132 

39 

87 

1750 __ 

83 

108 

80 

123 

■ COCOA UFFE 

Mar 

May 

Mar 

Mr* 

975 

63 

.88 

14 

18 

1000 

46 

72 

22 

27 

in« 

34 

57 

35 

37 

M BRENT CRUDE 





(PE 

Mar 

Apr 

Mar 

Apr 

1*50 

. 

. 


. * 

1500 _ _ 

• 


- 

80 

1560 

13 

- 

- 

- 


No. 9,615 Set by QUARK 

IT 


LONDON SPOT MARKETS 

■ CRUDE OR. FOB (per borr^) +or- 


Har 100.75 +025 102.10 99.80 5572 12583 

May 104.00 +030 10575 102.90 4,895 12550 

Jot 107.00 +050 10150 10655 608 5508 

Sep 11050 +030 10975 10975 83 3,181 

Her 11250 +035 11125 11250 3 2591 

Jen 11450 +555 - - 30 15B2 

fatal 11,461 31336 


VOLUME DATA 

Open Interest and Volume data shown lor 
contracts traded on COMEX, KYMBC, CST. 
NYCE. CME. CSCE end (PE Crude OR are 
one day m arrears. Volume & Open Interest 
totals are Mr ell traded months. 


SHver Hx 

fVtroy az. 

US cis equlv. 

— 

LataM DaYs 



Open 

Spot 

305.65 

647X0 


said change High 


VM H 

3 months 

394.45 

642.65 

Mar 

49.10 

-1.31 

50.00 

49.0Q 

11,165 18X84 

B months 

395.15 



52.45 

-106 

53.00 

51.95 

11X03 36240 




Hay 

5235 

-0.88 

53.35 

5230 

1X03 17X27 

GeU Coins 

S price 

C «j ufv 

JUo 

53.35 

-0 68 

53X5 

52 SO 

1183 11X57 

Krugerrand 

293-295 

178-180 

Jul 

53 45 

-0 57 

53.65 

&20 

1.160 10X38 

Maple Leaf 

- 



S335 

-030 

53.40 

53^5 

952 4X18 

New Sovereign 

68-70 

41-43 

Total 





30X05105X98 


T«iTto Tea Brokere - Association 
L ““^trong demand Out at ganeraty 
aasiBr e$ «Mh the exception of best 
B ^ uonn irundr invoices and Bright Cey- 
l£ *' 3 “»• were substantially dearer. Off- 
*™ ,B: Vj demand at irregular rates with 

central, .icti tandiiQ dearer. 

““•d ai kidteatlons: best avalaUe. 
288p (2j. goon. 2tWp (21 Op): good 
medKMTi.top (198p); medium. I80p 
f188p); Imodium, I35p (140p). The 
hi S hesf W re al i sed this week was 288p 
ter a Btru pfi 

The rwxt t-opori will be on March 10. 


INDICES 

M Reuters (Base: 1879/31 a 100) 

Feb 23 F#b 20 month ago year ago 
1715.7 1722.4 175&5 19902 

■ CRB Futures (Base: 1967 ■ 100} 

Fab 20 Fab 19 month ago year ago 
228.44 230.22 

■ QSCI Spot (Base: 1970 =.100) 

Feb 20 Fab 19 month ago year age 
168.43 16950 17050 192.56 

UK WAHBHOW STOCKS R c a i as) 


Dubai 

S1 1.74-1 X4x 

-0.67 . 

Brent Blend (dated) 

SI 3X 5-3X8 

-OA3- 

8rera Blend (Apt) 

$14.18-4X1 

-OX6 

W.TJ. 

S15.78-5.80x 

-055 

■ OIL PRODUCTS »tpn*apr ffctawy Of /Sot) 

Prernum Qrtsotne 

3168-163 

-3 

Gas OO 

S132-134 

-5 

Heavy Fuel Ofl 

564-67 


Naphtha 

$150-152 

-3 

Jet fuel 

SI 48-1 49 

•■5 

Diesel 

SI 37-138 

-5 

M NATURAL GAS (POTcettterm) 


Bacton (Mari 

8.45-9^0 

•0.03 

Atantaun Ague. T«L London (01711 3SS 6702 

M OTHER 



Gold jaw troy oz)f 

S293XS 

-07 ' 

Silver (par troy ozft 

650.50c 

-IOX 

Ptatinran (par troy or) 

5377.00 

-7.00 

PatedUn (per troy or) 


-1O0 

Copper 

82.0c 


Lead (US prat) 

45.00c 


fai (Kuala Lumpuri 

20-68r 


Tin (New York) 

■ 2485 

■iM 

Cattle (five wre&it) 

88 Alp 

■080- 

Shrap Sve weight) 

78X3p 

-2.8T* 

Pl»8 (Bve wdghtjt 

6SX8p 

+3-09* ‘ 

Lon. day sugar fra w) 

S255.80 

-4.00 

Loa day sugar (me) 

£272.50 

-430 

Barley (Eng. fe«fi 

.Unq 




Wheat (US Dark North) 
Rubbra (Mari V 
Rubber (Aprif 


Unq 
5150 p 
5250p 


-025 

-025 


toantahan 

+1.725 

n 

570X75 

Aturnnum 4Joy 

-20 

to 

43X00 

Coooer 

+«S0 

10 

37<W00 

Lsae 

-150 

to 

107.675 

Nkckd 

-270 

to 

64X74 

Zinc 

-1550 

to 

478X00 

TVi 

-255 

to 

10.125 


Rubber (KLRSSNol) 30750m 350. 

Coconut OH [PrtU§ 573. Oy 

Palm CHI (MalayJi 6475 

Copra (PMQ§ $m0y 

Soyabeans (US) 1855 . 

Cotton Outfodf A- Index ' 67.65c +0.05 ' . 

Woatops (8<s Super) - 382 p ■ . 

£ pa mu wkM ata v ra t w bOTkL p ptnceAg. n oai&flb. 
r npgattg ra Udnaan cemag. y fthMw. <1 Apr- 
FLarOoc PTr/mlai 1 C IF H tAnrt Bnv. 4 Bln ra w 
do«L ‘ COsfo on arak. ISor! cn 754 laaJ of p|gt mML 


ACROSS 

1 Empty deal secured by Ray 
produces pandemonium (6> 

4 Pirate flogging a rum (dear) 

(8) . .. 

10 Sis deliveries coming up 
late (7) 

11 One makes edges neat and 
changes views to suit (7) 

12 Man’s vessel going round 

the west (4r - - - - 

1$ Bet his sum’s wrong. It's to 
lose an opportunity (4&3) 

15 Sympathetic response 
. when ’Directions’ contain 

nothing! (6) • 

16 Dissolute one's away for a 
share in the {refits (4-3) 

20 Erratic duet are without 
leader I learned (7) 

21 The theatre of Racine, Mar- 
ivaux. etc (6) . . . 

24 Drink table to employ once 
more (10} • 

26 Hard-working student polls 
back (4) 

28 Big race possibly calls for 
chest protector (7) 

26 One . with record in set 
being sculpted? (7) • 

30 Confuse hospital depart- 
ment’s point ofview-(8) 

.31 The old toip’s .an art cen- 
. tre? Not right (Q . 

maze puzzle on Saturday -March 7, 
Solution to yesterday, prize prate oi C 9 


DOWN 

1 Missfle projector - no g 
if out of breath (8) 

2 The ocean? One's in fcroi 
when in it (4 J5) 

3 Some intennerhary tun 
up as co nfidential astsiir 

: (4)' 

5 Area isn't prepared 
such a wen (8) 

6 With which one figi 
things out (ID) 

7 Rally to book release f 
service {5) 

8 Most unusual artist to 1 
it easy (6) 

9 An asset m some rituals 

14 Excellent stock carried 

" thiE(?'(SJ5) 

17 Cychst can, going dowi 
coast (9} 

18 The English earl could 
extremely refined ($> 

i» Desire, solely in a efesoi 
way (8) 

22 Damage .to the chord: 

uocnmmnn (8) . . . 

28 Part of the wash end 
grey-coloured? (5) 

25 He’s bound to be In oi 
(5) 

27 A mouataln of bones (4) 
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LONDON STOCK EXCHANGE 


Equity market hit by late burst of selling 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

Against expectations, an initial 
strong move by the FTSE 100 
index was reversed late in the 
session yesterday. 

But Footsie's abrupt tumround 
had very little impact on the Lon- 
don market's second-liners and 
smaller stocks, which maintained 
their recent strong run. Both 
indices finished a busy trading 
session at record closing peaks. 
Earlier, all the main FTSE indi- 
ces hit record intra-day highs. 

The downside pressure in Lon- 
don began in the futures market. 


which quickly drove the cash 
market down. Gilts, stronger in 
the morning on the downward 
revision to fourth-quarter GDP 
growth, also weakened late in the 
session. 

Marketmakers were surprised 
at the extent of the retracement 
by the leaders but not by the 
attempts to push down prices 
after their recent substantial 
gains. “There are plenty of mar- 
ketmakers with wrong positions 
and they have obviously suc- 
ceeded in getting the market 
down; whether they can keep it 
down is another thing.” was the 
view of one senior dealer. 

Wall Street contributed to the 
wobbly closing trend in the mar- 


ket, with US stocks making rapid 
progress at the start before suc- 
cumbing to profit-taking. The 
Dow Jones Industrial Average, 
up 25 points shortly after the 
opening bell, turned down to post 
a fall of similar proportions 
within an hour of the close. 

The initial rise in the London 
market followed the hews that 
Kofi Annan, the United Nations 
secretary -general, had reached an 
agreement with the Iraqi leader- 
ship on the weapons inspection 
question, beading off a military 
strike against Iraq. 

Apart from the welcome news 
from the Middle East, London 
was also helped by another spate 
of takeover bids among the UK 


smaller companies and further 
speculation that at least one big 
bid could be brewing In the finan- 
cials and utilities sectors. 

Individual corporate stories, 
specifically from two of the FTSE 
100’s leading consumer stocks, 
Bass and Cadbury-Schweppes, 
were also interpreted as excep- 
tionally positive. 

At the close of a day of dra- 
matic swings, the FTSE 100 fin- 
ished 48 J lower at 5.702.8. At its 
best not long Into the trading 
session. Footsie launched a deter- 
mined, but ultimately unsuccess- 
ful, attack on the 5,800 level, 
eventually hitting an intra-day 
record of 5,793.2. 

The FTSE 250 index, mean- 


while. posted its seventh consec- 
utive winning performance and 
its sixth closing high in a row, 
/-limbing a further 15.1 to 5,044.8 
after hitting a record intra-day 
level of 5,049.4. seconds before 
Wall Street opened for business. 
Over the past seven trading ses- 
sions, the index has risen 60.9, or 
1.2 per cent. 

The -FTSE SmallCap registered 
its fifth consecutive closing high, 
putting on 7.5 to 2,445.5, after an 
intra-day peak of 2.446.4. 

Tumover in equities slowed 
appreciably during the later 
afternoon, when the market came 
under downside pressure, eventu- 
ally reaching 820m shares by the 
6pm cut-off point 



FTSE Att-Steww inde* 


24500 . — 


2,«00 - 


2*00 - 

StxrctKc FT56 WfOTWivfc Toot - • . 

Imficea and ratio* 

FTSE 100 5702.8 -48 J 

FTSE 250 5044.8 +15.1 

FTSE 350 2716.1 -17.5 

FTSE Afl-Sham 2644.95 -15^3 

FTSE AB-Shara yield Z9* ZS1 

Best performing sectors 

1 Diversified Industrials _ +1-4 

2 Breweries: Pubs — +0-3 

3 Food Producers +0-9 

4 Property 

5 Construction — : +0.i 


Tumsuer by.vofcfliw UnEOrtJ 
‘ 1,203—- ~ 



FT 33 i 

FTSE Non-fins p/e 

FTSEIOOFUI Mar 5700.0 -3.-0 

lOyrGfliyieW 6.07 6.04 

Long qB&equity yfd raoo 2.07 2.09 

Worst perf umin g smeters 

1 Ofc Integrated 

2 Banks: Retail jr' 

.3 Resources — — — 

4 insurance 

'5 OS Exploration & Prod ‘- 4 


Bass rises 
on £1.7bn 
hotel deal 


By Martin Brice 
and Peter John 

Bass powered ahead from 
the start of trading as the 
stock felt the benefits of the 
company's £l.78bn purchase 
of the Inter-Continental 
hotel chain from the Saison 
Group. 

The share gained 56 to 
£10.16 in volume of 8.3m. 
chalking up the biggest rise 
in the FTSE 100 amid some 
of the heaviest turnover. 

While much of the share 
price rise was attributed to 
relief at the price of the deal 
- there were fears that Bass 
might overpay - the strategy 
of the purchase was lauded. 

Lehman Brothers set a 
price target for the stock of 
£11. while GoldmaD Sachs 
told its clients: “We under- 
stand that this is substan- 
tially below the highest bid 
that Saison received as Bass 
was able to provide assur- 
ances that it could provide 
payment by the end of 
March." 

HSBC rose sharply in early 
trading as the international 
bank announced a 10 per 
cent full-year profits 
increase. The figures were 
broadly in line with the 
range of analysts' forecasts 
while credit quality was 
affected by weak exchange 
rates, low stock markets in 
Asia and high interest rates 
in many countries. 


NOTICE TO THE 
HOLDERS OF THE 
U.S. $20,000,000 
9.00% Notes Due 2002 
Represented by a Single, 
Definitive Bearer Note 
(The “Global Note”) 

Issued pursuant to an 
Indenture dated as of June 
30, 1997 between Gascarl 
SA. as Issuer and The Bank 
of New York (the “Again 

as Trustee, 

Principal Paving Agent, 
Co- Registrar, London Paying 
Agent and Transfer Agent 
and The Bank of New York 
S -A. as Registrar, Paying 
Agent and Transfer Agent in 
Argentina (the “Indenture”) 

GASCART S.A. HEREBY 
GIVES NOTICE erf its eiecdoa 
to redeem the Global Note os 
April 6, 1993 (the "Redemption 
Date") pursuant to Condition 3 
(cl of the Terms and Conditions 
thereof. On the Redemption 
Date rhe Issuer shall pay the 
Holder of the Global Note the 
entire principal amount, together 
with interest accrued to the 
Redemption Date and Additional 
Amounts, if any. upon presenta- 
tion and surrender of the Global 
Note at the office of the Trustee 
located at 46 Berkeley Street, 
Lcxidou WK 6AA. England. On 
and after the redemption date, 
interest will cease to accrue. 
Holders or owners of a beneficial 
interest in the Global Note with 
any questions regarding this 
notice are advised to contact The 
Bank of New York. London 
Branch. Corporate Trust 
Department 

GASCART SJ4. 

Wittie Juan Adnt 

Attorney 

Dated: February 17, 1998 


But some analysts said the 
reporting was conservative 
and HSBC's attempt to build 
earnings outside its Asian 
base was paying off. Also, 
the stock had performed 
very strongly in Hong Kong 
ahead of the figures. The 
shares ended 3 higher at 
£17.75. 

Elsewhere in the sector, 
much of the long-running 
speculative froth appeared to 
disperse. The big weekend 
story that Barclays was 
pl anning to take over Stan- 
dard Chartered was roundly 
denied by both Standard and 
Barclays and given short 
shrift by the market. 

Hostile bid 

Any attempt at a hostile 
takeover would be compli- 
cated by the presence of one 
very- big individual share- 
holder, Tan Sri Khoo Teck 
PuaL The Malaysian finan- 
cier bought the stake when 
Standard was fighting off the 
£1.3bn hostile bid from 
Lloyds and the latter 
remains the bank's largest 
shareholder with a stake of 
about 1-L9 per cent. 

Nevertheless, turnover 
was very heavy on Friday 
with more than 10m shares 
changing hands. A further 
10m were traded yesterday. 

Standard was down 22V- at 
742p by the close while Bar- 
clays was a penny firmer at 
£18.76. NatWest. which 
reports today, was 42 lower 
at £11.25. 

Potentially good news for 
world peace was taken badly 
by the oil sector. News that 
the United Nations sec- 
retary-general had reached 
agreement with Iraq on 


weapons inspections was 
seen as diluting the prospect 
of immediate conflict 

Sector bears reinforced 
their pps.simi.stic view on the 
underlying oil price and the 
majors, particularly BP 
which is the most geared 
play to the oil price, lost all 
Friday's gains. 

BP fell 22V. to 805p. Shell 
Transport 7 to 408p, Enter- 
prise 6 to 554p and Lasmo 10 
to 2S5p. 

Glaxo Wellcome shed 14 to 
£19.04 as Goldman Sachs 
shaved its earnings forecasts 
for the company. The broker 
has cut its 1998 earning s per 
share number from 57p to 
55. 7p and its 1999 number 
from 64.9p to 68. Ip. 

Guardian Royal Exchange 
was the biggest faller in the 
Footsie on concern about 
tomorrow's full-year figures 
and the potential for share 
buy-back disappointment. 
The shares ended the day a 


net 35 lower at 420p. Figures 
from Commercial Union and 
Prudential are also due 
tomorrow. 

BAT Industries slipped 3!4 
to 5Slp after one Sunday 
newspaper said a proposed 
$368.5bn tobacco industry 
settlement with the US gov- 
ernment was close to col- 
lapse. 

The paper said the Clinton 
administration had taken a 
tougher line in talks with 
the industry over last year's 
proposed settlement, 
although the company said 
it was not aware of any fresh 
developments to justify the 
report. 

General Cable achieved 
one of the best rises in the 
FTSE 250 as the stock 
advanced 8 to U7p ahead of 
an announcement made 
after the market dosed that 
a bid might stem from talks 
it bad held. Volume was a 
brisk 4m. 
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Feb 20 

Feb 13 

Feb 18 

Feb 17 

Yr ago 

373 

66.776 

66.010 

68970 

87311 

51,088 

_ 

18753 

18249 

19119 

16854 

23873 

_ 

51378 

52.385 

54331 

53,523 

43996 

- 

553.1 

553.0 

556.0 

5259 

800.7 


FT 30 INDEX 

Fab 53 Feb 20 Feb T9 Feb 18 Feb 17 Vr ago t*gH tow 

FT 30 3490.1 3501.6 3492.5 3436. 7 3498.1 28683 3498.1 2668.0 

Orb. tihr. yield 3.08 306 3.07 3.07 3.05 3.93 492 3.06 

P/E ratio net 23.02 23.15 23-07 23.10 23.13 17.67 23.15 1540 

P/E ratio nil 22.82 22.95 22 87 22.90 2293 17A5 2296 15.71 

FT J0 ance »mo4a*xr K0, MO&l 17/03*0: kw UTCC/tt. Bax Date. 1/7/35. . 

FT 30 hourly changes 

Open 9 10 11 12 13 14 15 16 Kflgh Low 

35005 35224 3516.4 3S1B.1 35173 3515.4 35135 3490.0 3491.0 35234 34604 


SEAO bargains , 68.373 66.776 664710 08570 E 

Euuav turnover lEmH- - 1875.3 1824.9 1911.8 1 

Equity ba/ganst - 51.278 5a 385 54,331 £ 

Shares traded imQT - 553.1 553.0 556.0 

t&ckkJtng rore-nurva and overseas turnover fiu nchafng Cresl ovraw. 
O FTSE Immotad 1M«J 1998. fit ngrts mm -Far 1887/90. 


» London market data 

Rbuta and tafia’ 52 Weak highs and lows! UFFE Equity options 

Total flees . 686 Total Highs ■ 270 Total contrast! 27,108 
Total Fafc 704 Total Lows 54 | Cafe 17.428 

Same 1.424 i Puts 9.680 

Feb 23 'Data based on Equty shares listed on the London Share Service. 
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BUSINESS 

WANTED? 


You want to 
advertise in 
the 

Financial 

Times. 

For further 
information 
please contact 


Marlon 

Wedderbum 


Amid rumours that a 
tie-up between the two was 
set to be announced today or 
tomorrow, Telewest Commu- 
nications was unchanged at 
80p In small volume. 

The market gave the 
thumbs up to news that 
First Leisure bad sold its 
bingo division, via a man- 
agement buy-out for £38m. 
Although the deal was well 
flagged, the price paid for 
the business impressed sec- 
tor specialists. First Leisure 
shares finished the day a net 
12V, higher at 323p. 

Safeway slips . 

Safeway was off 10 at 365p 
ahead of the delayed Christ- 
mas trading statement 
today, with sentiment in the 
stock affected by concerns 
over recent press reports of a 
possible profit warning. The 
sentiment spread to I Sains- 
bury, off 12V, at 447p. 

Cadbury Schweppes 
gained 20 y, to 756Vip after it 
confirmed that it was to 
form a soft drinks venture in 
the US that could be used as 
a takeover vehicle. 

Among smaller companies. 
Transport Development 
achieved the largest rise in 
the market as the stock 
advanced 60*/,p to 250p after 
it announced it would return 
£l09m to shareholders, the 
equivalent of 80p a share. It 
will also sell its plant hire 
side and focus on its much 
larger logistics businesses. 

Coda Group, the loss- 
making financial software 
company, gained 20V, to I85p 
after it said it had agreed a 
190p-a-share hid from Barm, 
a Dutch company. 

The Coda move is -the sec- 
ond overseas takeover of a 
finan cial software house this 
month. Rolfe & Nolan, 
unchanged at 477%p, went to 
SunGard of the US for the 
equivalent of about 57lp a 
share, a provisional figure 
announced yesterday. 

Positive sentiment in 
financial software houses 


saw London Bridge Software 
rise 9 to 6l2Vip. 

Leslie Wise, the textile 
group, rose 214 to 14p after it 
said it vitas in takeover talks. 

Deltrou Electronics 
advanced 12 to 144%p after 
the electronics component, 
maker made a bullish trad- 
ing statement at the annual 
meeting. Its order book was . 
more than 55 per cent ahead 
of the same time last year. 

More bid activity sur- 
rounding Watmoughs, the 
printing . group, pushed the 
shares up 2614 to 345p. 

The group revealed it had 
reached .agreement with 
Investcorp, the Bahrain- 
based investment group, on 
a 345p-a-sbare cash offer. 
The offer tops the 257p offer 
from Quebecor of Canada, y 


futures and options 


■ FISE 1toB4Q6XHJTUHBS(URfl3£25perfaglndft*putoi £££ 

Open Sell price Change High Lem Eat vol Open ht 
Mar 5770.0 5700.0 -37.0 5798.0 56929 6730 60577 

Jun 5846-0 5766.0 -300 56469 5S1«J St 

Sep 5835.0 5835.0 -370 5835,0 583S.0 250 MO 

M FTSE 290 INDEX FUTURES (UFFE) CIO per ftfl index point _ 

Mar 5065.0 +150 0 6028 

■ FTSE 100 INDEX OPTION (UFFE) (*5707) £10 pw M index po** 

3560 9800 5650 5700 5780 5800 5880 8000 

CPCPCPCPCP.C'PCPCP 

Hv 215 63 1W: 78 148% 94 115 113% 88*2137% 85*215712 46% I® ® 233 

Ht 282*f 113 2 131 2B 15D%18B% 171 158ij 132 1»j 220 JM M 277 

I 330%148%So%167% 270 186% 340 206 2DB 225% m 251% «• ZT9 U* 305^ 
JOB 4IH 182 M% 210 338 2B SK 346% 272 265% » 290 2 22 
Decf 817 331 556*2 371 «% «3 « «fl»2 

Car* ZBS) Puts 627 ■ 

■ EURO STYLE FTSE 100 frtPEX OPTION (LffFS CIO per fufl Index pdert 

BBSS 5575 seas 3875 8725 9775 5825 J 67 * , 

Mv 232*2 56 1M%70% 180 85 ftS 103 100 IS * .150% 56 180 « 214 

AT 299%106%»4% 121 732 138 201 156%173%178% «8 2CG% 125 229 1W^2S7>2 

U» 340121324 308 149 Z77% 167 2W2I87I2 222 210 195 232%17B% 257 148 283% 
JKI 411*2 175 34S%208% 286 2^2 ZB » 

Sq»t 53BJf|l2 : - 47392273^ » 350 

Cafla 5.186 Pnto 4,180 * OntaMog Index «*a. Pracntax taw W tatod on MOMMid met. 

t LoQtttaC 


LONDON RECENT ISSUES: EQUITIES 

Issue Amt . Ma. Oata 

pnee pad cop 1997798 price 

p 10 (On.) rtah Low Slock'.- . p +/- 


Issue Amt 

Ma. 
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518 1% 
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§ FP. >8 4% Sncbay Wra 4 \ ■ - .- - - 
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RIGHTS OFFERS 
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Pertax E 


Oaring ' " 
price p tor- 


FTSE GOLD MINES INDEX 
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■ Major Stocks yesterday. 
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Mtarscoam} 

sssr , 

snant - 
BuaGfcotat 
Booot 
flf»* ■ 

Brk. A e w paca t 
BnMiAkwMf 


CaOe&WJrtt 

CadbuiySeiMprmt 


field mm tatopj) 1037JB -1J 105582 184154 . 258 - 1387A8 8BL23 

■ hgWtatta : 
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Iraqi deal keeps oil stocks in doldrums 


MARKET FOCUS 


WORLD OVERVIEW 


Oil sector 


The weekend agreement on 
weapons inspection between 
the United Nations and the 
Iraqi government, and the 
meeting or the G7 finance 
ministers had widespread 
repercussions in financial 
markets yesterday, writes 
Philip Coggan. 

The crude price dropped to 
a 46-month low after the deal 
with Iraq was announced as 
it became clear that Iraqi oil 
exports would continue. 

The news prompted fur- 
ther gloom for the stocks of 
oil companies, which have 
fallen sharply over the past 
couple of months. Since mid- 
November. the FT/S&P oil 


Rotative to the World index {In $ terms) 
120 — 
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sector has underperformed 
the World index by HE per 
cent 

The oil price has been 
weak for some time since 
Opec raised its production 
ceiling, and the Asian crisis 


and a mild winter in the 
northern hemisphere hit 

demand. 

The European oil team at 
J.P. Morgan thinks the 
decline might have been 
overdone. “We believe that 


the recent underperformance 
of the European integrated 
oil sector in the face of 
weaker oil prices has left 
several stocks at very attrac- 
tive valuations. This under- 
performance has presented 
buying opportunities in Elf. 
Royal Dutch, Shell and 
OMV." 

The weaker oil price did, 
h o wever, give a lift to global 
bond markets as did the fail- 
ure of the G7 meeting to 
secure any pledges of a new 
economic stimulus package 
from Japan. Both develop- 
ments suggested that Infla- 
tionary pressures would 
remain subdued. 

That rise In bonds, allied 
to relief at peace in the Mid- 


dle East and speculation 
about corporate restructur- 
ing; helped European stock 
markets continue their 
record-breaking run. 

All-time closing highs 
were achieved in Amster- 
dam, Helsinki a nd_ Ma drid 
while Paris, Frankfurt and 
Zurich notched up intra-day 
peaks before drifting off In 
the afternoon as the dollar 
weakened and Wall Street 
slipped into the red. 

The Goldman Sachs Euro- 


our view reflects both the 
exposure of significant por- 
tions of that market to 
slower economic growth on' 
a global basis and the con- 
tinued disappointment on 
prospects for legislative 
action to facilitate corporate 

restructuring efforts.” 
Markets will be braced 
today for the Humphrey- 
Hawkixts testimony of Alan 
Greenspan, the Federal 
Reserve chairman, to Con- 
gress. Mr Greenspan may 


Danes unfazed 
by poll surprise 


pean team recently reduced lower ins 1998 growth and 
its recommended portfolio inflation forecasts for the US 


weighting in Germany and 
Switzerland to make room 
for an increased allocation in 
Spain. “In Germany, the 
near-term downgrading of 


economy in the light of the 
Asian crisis. That may 
remove lingering fears that 
the Fed could raise Interest 
rates. 


Dow turns 
lower as crude 
prices slip 


Dutch shares hit record high 


Denmark's torpid stock 
market took, last .Thurs- 
day's surprise rtnrrtnrt rail 
by Mr Foul Nyrup Rasmus- 
sen. the prime , minister, in 
its stride. 

The vote had to be held 
before September 8 and he 
chose to go the polls on' 
March 11 . because he 
believes that the timing 
will give. his m inority coali- 
tion government, made up 
of his Social Democratic 
party and the small social 
liberal Radical party, the 
best chance of another 
term. .• . 

Yet investors, who have 
seen the leading share 
index rise by a measly 3 per 


Dsonsik 


Copenhagen SRjndex 
750 *rr^“ 





telephone company. Tele 
Denmark,.- which is now 


cent this year, have their, controlled 


Chicago* 


;tuaries Share indices 




AMERICAS 


US shares opened mixed 
with news of a possible UN- 
led deal with Iraq adding 
volatility to the oil and air- 
line sectors, writes John 
Labate m New York. 

An early rally in blue-chip 
shares fizzled later in the 
session as oil prices fell. By 
12.30pm the Dow Jones 
Industrial Average was 
down 24.66 to 8,389.28. 

The broader Stan- 
dard & Poor's 500 index fared 
better, improving less than 
one point at 1.034.27. 

“The price of oil continues 
to look like it has no bot- 
tom.*' said Bill Meehan, chief 
market analyst at Cantor 
Fitzgerald. 

Oil-related shares came 
under renewed pressure, 
with Exxon and Chevron 
leading the Dow lower. 
Exxon was off to $61%. 
while Chevron lost $2H to 
$76%. 

In contrast airlines gained 
ground on the news of the 
possible Iraqi settlement 

"Airlines got beaten up 
pretty severely on Friday 
and didn't do well for most 
of last week, but they're 
starting to bounce back.” 
said Mr Meehan. 

He cited lower fuel costs 
as a result of weak oil prices. 
Shares in Alaska Air 
climbed $2£ to $S4£. while 
UAL. parent company of 
United Airlines, rose S$2% to 
$87%. 

The technology sector also 
reached higher. The Nasdaq 
composite index rose 16.91 or 
0.98 per cent to 1,745.04. 
nearing an all-time record. 

Among computer shares. 
Trusted Information 
Systems surged 51 per cent 


or $6f 4 to $19& on news it 
would be acquired by Net- 
work Associates in a 8300m 
stock swap. Network Associ- 
ates fell $% to $61%. 

CBS climbed more than 4 
per cent to $30% after Mor- 
gan Stanley raised its rating 
on the broadcaster to "out- 
perform". 

In the banking sector, 
Magna Group leapt 22 per 
cent to $57% on news it was 
being bought by Union 
Planters. Union Planters 
shares tumbled $ 2 % to $61ft. 

Small-cap shares moved 
higher, with the Russell 2000 
index rising less than one 
point to 45A52. The Treasury 
market was little changed, 
with the benchmark long 
bond easing & to 103%. yield- 
ing 5.874 per cent 

TORONTO was moving 
slowly in thin morning trad- 
ing. Golds were dull and 
banks were mixed ahead of 
the results season as ana- 
lysts honed their earnings 
forecasts. At noon, the 300 
composite index was off 4.14 
at 6,916.60. 

Royal Bank of Canada 
shed 25 cents to C$81.45. but 
several other leaders in the 
sector gained ground. Toron- 
to-Dominion Bank added 45 
cents at C$60.65 and Bank of 
Montreal 25 cents to C$74.45. 

Bullion's plight overshad- 
owed golds. Barrick lost 55 
cents to C$25.75 and Placer 
Dome 30 cents to C$16.45. 
Among industrials, Seagram 
retreated C$1 to C$55.40 and 
Alcan Aluminium 20 cents to 
C$42.90. 

Oils were uniformly weak 
as the oil price lost ground 
on the news from Iraq. Shell 
Canada gave up 50 cents to 
C$23.40 and Sun cor Energy 
35 cents to C$50,152. 


Mexico City in reverse 


Trading across Latin 
America was subdued as 
some centres, notably Brazil, 
were closed and volumes in 
the region were down to a 
trickle. 

MEXICO CITY was lower 
as worries about economic 
data sapped sentiment 

Shares fell on Friday as 
rumours of poor trade fig- 
ures ran round the market 
following a publication 
delay. There was a modest 
return of confidence at the 
opening bell yesterday, but 
by midsession shares were 
again moving in reverse in 


spite of modest gains by 
index heavyweight Telmex. 
which hardened 10 centavos 
to 21.45 pesos. The IPC index 
ended the morning 1.99 
lower at -L595.72. 

SANTIAGO shrugged off a 
dull opening for the peso, 
which lost ground against 
the dollar following a heavy 
trade deficit for January. 
The IPSA index was up 0.98 
at 96.85 at midsession. 

BUENOS AIRES moved 
lower. Early tentative buy- 
ing quickly faded. At midses- 
sion, the Mervral index shed 
121 at 674.12. 


The news from Iraq helped, 
but it was a double serving 
of upbeat news from the 
chemicals sector that hoisted 
AMSTERDAM to a record 
hi gh yesterday. 

Akzo Nobel turned in tqp- 
of-the-range results and 
DSM, number two in the sec- 
tor. wheeled out a F12.7bn 
takeover bid for bio group 
Gist Brocades. The AEX 
index ended 17.91 higher at 

I. 037.68 after a session best 
Of L04322. 

Akzo gained FI 8 or 2 per 
cent to FI 399.80. Gist jumped 
FI 4.90 to FI 64.90 for a 
two-day gain of almost 19 
per cent. DSM added FI 2.70 
to FI 20EL50 with the FI 2.71m 
deal seen as naming s enhan- 
cing from year one. 

Financials shared in the 
excitement with ABN Amro 
rising FI 1.50 to FI 46.60 in 

II. 8m shares traded, and 
Aegon added FI 6.60 at 
FI 219.10. Hoogovens and 
VNU both rose more than 4 
per cent with the steel leader 
adding FI 420 to FI 9720 and 
publisher VNU ga ining 
FI 2.70 to FI 5920. 

Among the top interna- 
tionals, Royal Dutch with- 
ered along with the oil price, 
slipping FI 1.60 to FI 10520, 
but Philips shrugged off a 
downgrade from Morgan 
Stanley Dean Witter to close 
FI 2 better at FI 156.90. 

PARIS ended little 
changed after a volatile ses- 
sion that saw shares surge to 
an intra-day record, but flag 
badly in late trading. The 
CAC 40 index hit a peak of 
3.315.09 before closing just 
1028 higher at 3273.4a 

The bond market gained 
ground, which was one rea- 
son for the continued 
strength of hanking shares. 
The other was persistent 
merger talk. BNP added 
FFr9.60 at FFr364.6 and Pari- 
bas FFr7 at FFr593- News of 
a $540m US acquisition left 
Sotidte Gdndrale up FFr16 at 
FFr908. 

The big losers were France 
Telecom, off FFr7.30 at 
FFr274.4 and Thomson-CSF 
which sbed FFr7.90 or 3.7 per 
cent to FFr204.1. 

FRANKFURT rose In line 
with its neighbours during 
morning trading, with the 
Xetra Dax hitting a new 
all-time high of 4,665.19. 
However, the market later 
gave up some of its gains, 
weighed by profit-taking and 
a weaker dollar. 

The index finished 27.63 
higher at 4,610.66, below its 
existing record close of 
4,627.42, set last Tuesday. 

Car makers and chemicals 
stocks gave op ground as the 
dollar fell back. BASF fin- 
ished at DM62.45. up 75pfg 
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but off its day’s high of 
DM63.06. Bayer was more 
resilient, fitiwhing DM3.53 
better at DM7625. 

Daimler mibb off a day’s 
high of DM13820 to finish at 
DM135.70, up DM1.45, while 
BMW ended DM85 better at 
DM1,637, well below its 
DM1,656.60 intra-day peak. 

Software group SAP was 
in favour, gaining DM21 to 
DM654. In the haniring sec- 


Tuffcny 


I MKB National-1 00 incpax 
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gained Pta310 to Pta6250. 
Analysts said investors were 
buying ahead of a forthcom- 
ing bonus issue, which is 
expected to Increase liquid- 
ity in the stock. 

Towards the close, profit- 
taking took hold and the 
general index closed just 0.19 
higher at 74L79, well below 
its intra-day peak of 747.42. 
but still its seventh succes- 
sive record. 

HELSINKI moved to an 
all-time high for. the sixth 
successive session, boosted 
by strong gains at Nokia. 
The telephone equipment 
maker climbed FM22 to 
FM545. surpassing its life- 
time record of FM534.10. set 
on October 21 last year. The 
general index ended 84.32 
higher at 4.056.96. 

ISTANBUL shot ahead 


from the opening bell with 
trading volume surging 
strongly on the news from 
Iraq. By the end of the morn- 
ing the IMBK National-100 
index was up more than 9 
per cent before going on to 
hit a session peak of 323020. 

At the dose, the index was 
333.81 or 112 per cent higher 
at 3206.81 in turnover which 
jumped to 33£00bn lira, a 50 
per cent increase on Friday. 

MOSCOW rose by 2 per 
cent, with the RTS index 
ending 6.12 higher, at 31LS3. 
altho ugh dealers said gains 
were restrained following 
falls in the oil price on news 
of a potential Iraqi settle- 
ment Russia's stock market 
is dominated by oil stocks. 


Wrtttan and a<Stad by Jeffrey 
Brawn, Jonathan . Ford. Paul 
Grogan and Peter Nafl. 


SOUTH AFRICA 


Johannesburg took a jolt for 
golds shares in its . stride, 
ending with the all share 

tnrierg- M hi gher at 6326. 

Industrials put on 76.1 to 
8 , 026.1 and financials con- 
tinued to power forward, 
adding 119.1 to 12^162. In 
co n trast, golds slithered 422 
or 5.4 per cent to 750.7 as 
the bullion price tumbled 
under $293. 

Financial services group 
Capital Alliances jumped 
RUM) or 7 per cent to R29. 


eyes on other events. 

At one stage it looked as 
if the country's manufac- 
turing industries would be 
paralysed by a strike fol- 
lowing the breakdown of 
negotiations for new, two- 
year collective wage agree- 
ments. This was set for 
March 2. 

However, the official 
labour market mediator 
yesterday used his powers 
to postpone industrial 
action for 14 days. 

Of greater long-term -sig- 
nificance is the referendum 
an May 28, when the voters 
will be asked to appro ve dr 
reject the European 
Union’s Amsterdam treaty: 

'• A vote in favour fe-'on the 
cards, judging by the win- 
ter opinion polls,' but. 
should the electorate reject 
the . treaty, a tricky situa- 
tion Would arise both for 
Denmark a qfl the EU. as 
4he. treaty requires- ratifica- 
tion by all member states 
before it can come - into 
force.. 

If the stock maiket views 
the election -with equanim- 
ity. it is because, whoever . 


based Ameritech. It. also 
agreed to the abolition of 
tibe wealth tax as part of a 
budget compromise In 1996. 

Traders and investors 
would Iflce to see the next 
pitf wn nwnt abolish the 0.5 
per cent turnover tax on 
share transactions and 
introduce a less stringent, 
as well as a less complex, 
regime tor taxation of capi- 
tal, gains an shares held by 
domestic,’ private investors. 

Both reforms would be 
more likely if the present 
government is replaced by 
its rivals for office, the Lib- 
eral and Conservative par- 
ties. 

Denmark’s GDP growth 
under Mr Nyrup Rasmus- 
sen's tune at the helm has 
averaged 3 per cent a year. 
Unemployment has fallen 
from more *ban 12 per cent 
to almost 7 per cent, and in 
1997 the general govern- 
ment budget moved into 
surplus for the first time 
for 10 years. 

There is only one slight 
blemish on the govern- 
ment's record, a decline in 
the current account surplus 


forms the next government from' DKx30.4bn ($4.3bn) in 
there are unbkely to be any 1993 - 32 per cent of GDP - 


major changes in economic 
policy. ... 

The present Social Demo- 
cratic-do mina ted govern- 
ment demonstrated Its. 
credentials as a . market- 
friendly administrator -by” 
de-prlvatising the twHiymi 


to about DKrSbn last year. 

For thte reason, a touch 
on • the fiscal brakes is 
expected later this year by 
most commentators, who- 
ever is in government 


Hilary Barnes 


tor, Dresdner moved DM120 
higher to DM85.40 after an 
upgrade from Merrill Lynch. 

MADRID saw brisk trade, 
but barely made ground 
overall as investors concen- 
trated on switching out of 
the overheated banks sector 
into stocks with less 
stretched valuations. 

“It was a technical reac- 
tion. and well deserved after 
what we saw in the banking 
sector at the end of last 
week,” said Maria Jesus Cas- 
tro viejo at Paribas. | 

Banking stocks gamed 7.8 
per cent following Thurs- 
day’s $4.1bn bid by San- 
tander for Banesto. 

Yesterday, Argenlaria was 
Pta250 lower at Ptal 1,050. 
BCH fell Pta60 to Pta4,300 
and Bankinter was PtaSO 
lower at PtaS.640. 

Utilities benefited from 
switching. Telefonica gained 
Pta40 to Pta5.010, while elec- 
tricity generator Fecsa 
climbed PtalO to Ptal 230. 

Another beneficiary was 
milk producer Puleva, which 








Wait-and-see mood dents Tokyo 


ASIA PACIFIC 


New Zealand 


Shares in TOKYO moved 
lower in the wake of last 
week's disappointing eco- 
nomic package and weekend 
pressure on Japan from the 
G7 meeting to further stimu- 
late its economy, writes 
Michiyo Nakamoto m Tokyo. 

The Nikkei 225 Average 
declined 146.75 to 16.609.49. 
the day's low. The best of 
the session was 16,716.58. 

Investors adopted a wait- 
and-see stance to ascertain 
whether the government 
intends to take further mea- 
sures to help the economy 
recover. The yen’s weakness 
against the dollar also damp- 
ened investor sentiment. 

Although Japan faced a 
battery of criticism at the G7 
meeting for its failure to 
adopt effective stimulus 
measures, the government 
responded with its oft-heard 
excuse that more time was 
needed to assess the foil ben- 
efits of measures already 
taken. The gloomy mood was 
tempered by lingering hopes 
that further deterioration in 
the economic outlook might 
yet force the government to 
make a policy U-turn. 

Figures published yester- 
day by the Economic Plan- 


Cap 4a index 
2.700 


2,500 «- 



ning Agency showed busi- 
ness conditions continued to 
weaken for the third month 
running, with consumer 
spending remaining sluggish 
and the employment envi- 
ronment becoming increas- 
ingly severe. 

Losing issues outpaced 
gainers 705 to 416 with trad- 


puter markets, gave up Y7 or 
L8 per cent at Y373. 

WELLINGTON fell steeply 
after statements from the 
Reserve Bank of New Zea- 
land, interpreted as a warn- 
ing on interest rates, sent 
the bond market lower. The 
central bank said monetary 
policy was too loose. The 40 
capital Index closed off 2322 
or 1.1 per cent at 2258.71. N2 
Telecom gave up 11 cents to 
NZ$7.93 and Carter Harvey 
Holt 8 cents at NZ$2.72. 

SEOUL rose for the fifth 
consecutive session as for- 
eign baying interest boosted 
sentiment, although dealers 
said late profit-taking by 
local investors pegged back 
gains towards the close. 

The composite index rose 
14.11 or 2.7 per cent to finish 
at 543.06, off its day's high of 
553.53. Buying was broad 
based with 745 shares ending 
higher, heavily outnumber- 
ing the 1(B tellers. Dealers 


ing volume low at 320m- . said profit-takers emerged 
shares. The Topix index of when the index hit 550, plac- 


all first section stocks fell 
6.11 to 1,254.58. 

Sharp, the electronics 
group. Fell Y40 to Yl,000 fol- 
lowing a profits downgrade. 
Mitsubishi Electric, which is 
pulling out of the Japanese 
and European personal com- 


ing sell orders in large capi- 
talisation stocks which have 
outstripped the market dur- 
ing the recent rally. 

Korean Electric Power was 
hit by late selling to close 
Won500 higher at Won21.600. 
off its day’s high of 


Won22,100. LG Electronics 
ended Won300 lower at 
Won23,700, having hit a high 
of WonS^OO. 

JAKARTA was helped by 
the activities of foreign 
investors, who bought 
heavyweight stocks with 
overseas, dollar-priced list- 
ings to take advantage of 
falls in the rupiah. 

It fell back through the 
9,000 level against the dollar 
on continued uncertainty 
about whether the govern- 
ment intends to implement 
its widely-criticised plans for 
a currency board. 

Arbitrageurs sought to 
cash in through buying 
shares hi Telkom, up RplSO 
at RP3250. and Indosat up 
Rpl,075 at Rpis.OQO, to cover 
short positions taken In the 
dollar-priced ADR stock. 

The buying activity helped 
the composite index to finis h 
9.8 higher at 505.04 for a gain 
of almost 2 per cent 

KUALA LUMPUR closed , 
lower on profit-taking i 
although shares trimmed 
losses on mounting opti- 
mism that the United 
Nations had secured an 
agreement with Iraq. The 
composite Index ended 7.6 
lower at 720.46, having ear- 
lier dipped to 7IL38. 
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HNANCIAI. fl Mi S SURVEY 



After 50 years of Soviet occupation, this 
small country has vaulted into a new era of 
freedom and prosperity. Anthony Robinson 
and Mate} Vipoti^ report 



to shining star 


The few years Since Estonia 
regained independence Iran 
its giant neighbour Russia in 
August 1991 have sufficed to 

lay the. fou^tdations^^f ,an 

economically .thrt^jSg' ,-naW 7 • 'rS? 

Nordic demcKmacy ln ttoe . 

eastern- Baltic.. ■ 

A series of youfi^lflSpiro^J. 
business gov#? 
moved fast to ' 

old Soviet ^irdetni^^pnih7 
through a craTenc^ ‘ 
based monetary ' Trfg 
privatise state camjidnie&iKr' 
cash. Siryears of macn^etxw 
nomlc stability based op a 
strong, convertible currency, 
the Kroon, have already 
attracted more than $920m .’of 
foreign direct investment 
into this hard-working, 
mainly Lutheran country of 
less than L5m people. 

Wealth is starting, to 
spread beyond Tallinn, the 
capital city, which, has 
attracted more than 70 per 
cent of FDI to date. f. 

Tallinn, with its mixed 


eastern border with its huge 
Soviet-era factories and 95 
per emit Russian speaking 
papulation, .are starting to 
the hew prosperity, 
^sometimes hard: to 
that this is a 
whose $&4bn 
equivalent to 
th of an . average 
ppean ■ town 'of 
250,000 inhabitants. ' 
at the vitality ' domes -' 
i ’ydutii 'ahd'.^tlTO^ 
those runntag gov- 
ernmen,t, businesses and 
bankfit and their openness to 
newjieehnology. “L'imagina- 
,tfon au pouvotr” - the. unful- 
fiHed' dream of the Paris stu- 
dentS-'dTjring the May 1968 

events! has become a reality 
in Estonia and the results 
areimpressive. . 

Tfci^pianeering- monetary 
reform, for example, origi- 
nally-undertaken against 
World Bank and IMF advice, 
auxmraged the deralapment 
of -a vibrant commercial 


Russian and Estonian popu- banking, system; and an' 
lation, is the seat of gpvent entrepreneurial, export-ori- 


ment nestling' within the' 
waRs of the old Hanseatic 
trading dty and surrounded 
by industrial suburbs 
revived by the inflow of for- 
eign money and technology: 
Beyond the city wall lie the 
ports which farm one of the 
most important gateways for. 
transit trade to Russia and . 
beyond,. 


anted -manufacturing and 
sexTtfi&based economy; 

Thr&e years of solid 
growth were followed last, 
year by an export, Invest* 
meat and consumption-led . 
boom fuelled by a comfrina- 
tion of rising foreign Invest- 
ment,, a resumption . of eco- 
ncipiic- growth in Russia and 
dynamic- economic condi- 


Once depressed industrial -J tiara ^iroughout the restof 
towns such as Pan^ 7 tija“ .the Ba&c- - , ; 

famed University 
Tartu and evenHarvd>OTnTOt- — 


growth in the first three 
quarters of last year, suck- 
ing irf. imports at an unsus- 
tainable 60 per cent annual 
growth rate. . The. central 
bapk acted to tighten mone- 
tary^ c^ditions just weeks 
before the- Asian crisis and a 
short-lived crash an' the Tal- 
linn stock exchange in Octo- 
bear: ■‘. A* 

*■■ ■ TTiJs took': the form of a 
the- commercial. 
'itaT adequacy 
ratio from 8 to 10 per cent of 
deposits and higher mini- 
mum capital requirements 
while EEK700m was with- 
drawn- from government 
accounts and transferred 
abroad. As a result, interest 
rates spared from 6 per cent 
in September to 15 per cent 
in December. ... 

These . measures, the 
impact of which was 
enhanced by the withdrawal 
of funds from the equity 
market by foreign investors, 
were accompanied by fiscal 
tightening. 

. This is expected to push 
the public sector's fiscal sur- 
plus up from 0.5' per cent in 
1997 to' 1,8 per cent of gdp 
this year. As a result, 
groWth is expected to moder- 
ate to around 7.5 to' 8 per 
cent from- an estimated 10 
per cent for 1997 as a whole. 

European Union govern- 
ments recognised the emer- 
gence, of anew “Baltic tiger” 
at their Luxembourg summit 
last . December when. Estonia 
became the sole Baltic .state 
toT5ta'l4»' Czech republic. 
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Estonian iarmo»v un*r : 
1933 Tana treary 


• Official name 
Repjfalir of Eaton* 

- Legal system Out panes neoa a minimum ci 

On C*lofce» 7 139C, tfw Estonian 5 per cent oltfw vofo :c omer 


Rugikosu. or 101 members Esian* or abroad. Gtner 
An members are cfireeity oteroc rosidcms. mamiy Ru'.uarri and 
cmer minoinivs. eannoi vola in 


S»e Asssrrbiy. Lis Rugiksgu. 
declared Seal continuity 
Eemaer '.ns 19‘S-O repifiAc 
ans tne present state. A new 
esnsetias n *ts adopted in 
1395 by referendum 
■ National iegMature 
Ungamagi assembly, tne 


me RllgiKogu. Members car sit 
as independents. TV* 
AigihbSu's ‘Vfn Is four >care 
* Electoral system 
Proportional repn2Sentctic.n 
There is universal suffrage lor 
Esranian cnizera over ino age 
ol IS. wbc tiler mident in 


general oianinns. but ore able 
tc vole In municipal elections 
• Head of state 
PresKfent. currently Lunnarr 
Men. elected lor a tour-yeai 
term by mo Rugihogu on 
October 5 1995 and re-elected 
cn Soptomst-r 20 1 396 
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Hungary, Poland. Slovenia 
and Cyprus as a front-runner 
in the ED'S expansion to the 
east 

Even before the Luxem- 
bourg decision Estonia's 1994 
EU Association Agreement 
had given it an advantage 
over its neighbours by 
including tariff-free access 
into EU markets for textiles 
and steel. This was the 
clincher Jar, several .foadgn, 
investofsTlt made Estdnfe a 


privileged location for strate- 
gic Investments targeted ini- 
tially on access to western 
Europe but, in a longer time 
frame, looking forward 
towards the opening up of 
potential markets in the for- 
mer Soviet Union. 

Within a few months of 
independence Estonia's own 
foreign trade was re-orien- 
tated towards western mar- 
kets. Rut its railways and. 
ports' remained important 


conduits for the export of 
metals and other materials 
from the vast military stock- 
piles then being liquidated 
in the former Soviet Union. 

Today this vital transit 
trade is being underpinned 
by heavy investment in new. 
Unproved and largely priva- 
tised port facilities. The pro- 
cess is aim ed at improving 
Estonia's ability to compete 
with its Baltic neighbours 
and the big new ports 
planned by Russia on the 
Finnish Gulf. The forthcom- 
ing privatisation of the rail- 
ways. telecoms and other 
utilities is expected to furt- 
ner improve efficiency. 

At the same time, Eston- 
ia's export-orientated growth 
is being boosted by the new 
foreign and domes tically- 
owned companies. Leading 
foreign investors, such as 
the Singapore-based Tolaram 
group and Elcoteq of Fin- 
land, have revitalised tradi- 
tional textile, paper and 
engineering companies and 
staked out Estonia's claim to 
become a leading high-tech 
manufacturing centre. 

A dynamic and rapidly 
consolidating banking sector 
is also in the forefront of 
ambitious plans to turn 
Estonia into a regional hub 
for banking and other ser- 
vices as well as a base for 
companies investing in the 
other Baltic states and in the 
St Petersburg region. 

Russia's former capital, 
and its Sra people, lies only 
130 kins east of Narva, the 


eastern border town, whose 
return to prosperity reflects 
the foreign investment 
which is revitalising the 
over-manned Soviet-era tex- 
tile and arms factories. 

EU membership is on the 
horizon and the prospect of 
eventual N'ato membership 
was re-inforced last month 
by the signature in Washing- 
ton of the Baltic Charter by 
the presidents of the US and 
the three Baltic states. 

Around 65 per cent of 
Estonian trade is now with 
EU countries and 50 per cent 
with Finland and Sweden 
alone. As a result. Estonia 
now feels secure and self- 
confident enough to concen- 
trate more attention on 
improving relations with its 
eastern neighbour. Russia. 

Signs are multiplying that 
a new chapter is about to be 
written in this historically 
difficult relationship. The 
Russian government is 
showing a more positive atti- 
tude towards Baltic eco- 
nomic and trade co-opera- 
tion and a new, high 
powered Russian ambassa- 
dor has arrived In Tallinn. 

Normalisation of bi-lateral 
relations requires progress 
on three fronts. The first is 
signature of a new border 
agreement under which 
Estonia will cede some terri- 
tory awarded to it "in perpe- 
tuity” by the Tartu Treaty of 
1920. In return Moscow will 
formally acknowledge the 
illegality of the Soviet inva- 
sion of 1940. 


The second is the abolition 
by Moscow of the double tar- 
iff regime unilaterally 
imposed in 1991. This is a 
relic of past bad blood and 
mainly harms ethnic Rus- 
sian businessmen who domi- 
nate bi-lateral trade. 

The third issue concerns 
the genera] status of ethnic 
Russians, especially those 
who were originally settled 
in the big cities and indus- 
trial centres to strengthen 
the Soviet grip on Estonia 
after 1944. 

The exodus of Soviet mili- 
tary personnel and volun- 
tary emigration has reduced 
the pre-independence popu- 
lation of ethnic Russians and 
other former Soviet citizens 
while a steady growth in 
those applying for Estonian 
passports and citizenship 
has cut the share of non-citi- 
zens in the population to 
around 12 per cent. Of these 
170,000 hold aliens passports 
and around 125.000 hold Rus- 
sian passports. 

Original fears that such 
people would form a disgrun- 
tled fifth column have 
diminished as the Estonian 
government fulfilled its obli- 
gations under the Helsinki 
and other international 
agreements. Moscow has 
also got more used to the 
post-Soviet world. 

But most importantly, eth- 
nic minorities are now shar- 
ing in the prosperity and 
security which their new 
homeland is starting to 
deliver. 



in an Old Region 





New economic traditions are being 
established in a region that during 
three medieval centuries was part of a 
pan-European league called Hansa. 
The merchants of Hansa formed a 
union of traders bringing commercial 
trade from Western Europe to 
Scandinavia and the Russian Empire. 
The basis of the league's power was its 
monopoly of Baltic Sea trade, providing 
a bridge between East and West. 

As the leading investment bank in the 
Baltic region, Hansa Investments 
reflects the Hansa heritage both in 
name and as a financial bridge 
between East and West. 

Hansa Investments initiated the largest 
equity fund in the Baltic states. Over 
half of all equity issues and listings in 
the Baltic region were arranged and 
managed by Hansa Investments. 
Hansa Investments is the leading 
provider of corporate advice to 
Western strategic investors. 

Hansa Investments provides profes- 
sional and unbiased service to its 
clients, independent of banking and 
other external affiliations. And, as the 
sole advisor to the St. Petersburg State 
Property Fund, Hansa Investments has 
a strong presence in Northwest Russia. 

The region is flourishing once again. 
Contact Hansa Investments to 
participate in its growth. 




vs'.r --a*— • *•• ?•- :**■' 








II 


FINANCIAL TIMES TUESDAY FEBRUARY 24 I99S 


2 ESTONIA 


ECONOMY 


by Matej Vipotnik and Anthony Robinson 

Thrill of the 


TRADE • by Anthony Robinson 


Growth continues 
its ride upwards 
on the back of 
Europe's purest 
free market 
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that time deliberately under- 
valued the currency to take 
future inflation into account. 
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Brussels bureaucrats might 
be getting more than they 
bargained for when Estonia 
negotiates to join the Euro- 
pean Union early in the next 
decade. The small Baltic 
state is one of the world's 
most free economies, impos- 
ing no barriers on trade and 
with politicians who frown 
upon government meddling 
in the economy. 

Economy minister. JaaJk 
Le unarm, a former manage- 
ment consultant and aca- 
demic, says: “Our liberal phi- 
losophy is due to the fact 
that we are so small and we 
just don’t like state-owned 
industry.” 

Estonia's Tailor made' eco- 
nomic model, as Mr Leimann 
calls it, has allowed the 
economy to grow rapidly, 
outpacing its southern 
neighbours Latvia and Lith- 
uania in the development of 
a functioning market econ- 
omy in the run-up to joining 
the European Union. 

The currency board was 
the first element of Estonia's 
reformist success. Created in 
1992 as part of a currency 
reform package, the cur- 
rency board pegs the kroon 
to the DM at a rate of 8 to 1. 
By requiring that all cur- 
rency in circulation is 
backed by foreign exchange 
reserves on deposit with the 
central bank, the currency 
board has imposed fiscal dis- 
cipline. although inflation is 
proving difficult to push 
down to single digits. 

The automatically adjust- 
ing functioning of the cur- 
rency board makes the 
arrangement predictable and 
has promoted foreign invest- 
ment and trade. But. with 
Inflation higher than Ger- 
many, there have been fears 
that an overvalued kroon 
could make Estonian exports 
uncompetitive. 

The kroon has appreciated 
by around 60 per cent since 
1992, although the chosen 


Rapid improvements In 
industrial labour productiv- 
ity. up by 33 per cent since 
1993 according to estimates 
by Nomura, have helped to 
keep unit costs competitive. 
Indeed. Nomura calculates 
that unit labour costs actu- 
ally fell by 11 per cent last 
year. 

This has been achieved 
thanks largely to high pro- 
ductivity gains from re- 
vamped, privatised textile, 
engineering and other for- 
eign owned plants. A combi- 
nation of better manage- 
ment, access to EU markets 
and Investment in new tech- 
nology underpins rising liv- 
ing standards and rapid capi- 
tal formation. 

The open economy has 
also enjoyed a dramatic 
expansion of credit, partly 
financed by foreign borrow- 
ing. The result was a sharp 
rise in imports of consumer 
as well as capital goods and 
a current account deficit of 
just less than 10 tier cent of 
GDP last year. 

Growing signs of domestic 
over-heating, including a 
runaway stock market boom 
and rising asset prices, coin- 
cided with the knock-on 
effect of the Asian crisis to 
bring about a policy turnar- 
ound in the last quarter or 
1997. The government raised 
bank capital adequacy ratios 
from 8 to 10 per cent of 
deposits, cut back govern- 
ment spending and aimed 
Tor a budget surplus in 1998. 

The Ministry of the Econ- 
omy estimates that exports 
will continue to grow 
strongly this year as heavy 
foreign investment and re-in- 
vested profits raise the 

capacity and efficiency of 
the export manufacturing 
sector. 

Estonian firms are shifting 
toward the production of 
higher value added goods, 
contributing to the creation 
of a strong export sector, 
while higher interest rates 
are expected to dampen the 
appetite for imported con- 
sumer items. 
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All points east and west 


An EU-oriented 
Estonia is 
becoming a hub 
for commerce 
with Russia 
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The country is also rapidly 
consolidating its role as a 
transit hub for the Baltic 
region. Its service economy 
is growing rapidly in the 
transportation, travel and 
communications sectors, 
exploiting the country’s posi- 
tion as a bridge to Russia 
and beyond to central Asia. 
The expected normalisation 
of relations with Russia this 
year, coupled with recovery 
in the Russian economy, 
should improve Estonia's 
current account position by 
boosting revenues from both 
transit trade and direct 
exports. Russia, the other 
Baltic states and Ukraine are 
becoming a focus for invest- 
ment by Estonian and Eston- 
ia-based companies and 
banks. Food industry 
exports, in particular, have 
been boosted in the past 
year by free trade agree- 
ments with Latvia and Lith- 
uania as well as the Ukraine. 

"Our aim is to establish a 
European atmosphere for 
industry.” says Mr Leimann. 
emphasising that foreign 
investment is expected to 
increase as EU accession 
□ears. 

The state is a facilitator, 
not an Investor." he says. 


But in its role as facilitator, 
the government is ready to 
support investors in the 
paper and pulp industry by 
guaranteeing long-term 
wood supplies from state for- 
ests at market prices and in 
assistance with linked infra- 
structure investment. 

The Soviet Union did not 
have the capital to exploit 
the vast natural resources of 
all its component parts. With 
political independence 
restored, Estonia is taking a 
new look at its natural 
resources - including shale 
oil. which gives it a secure, 
albeit polluting, cheap 
domestic electricity source, 
and extensive forests. 

Until now the forests have 
mainly been exported as 
untreated round wood. The 
future lies in down-stream 
processing into increasingly 
sophisticated paper products 
which raise the added value 
by up to tenfold. 

Through policies such as 
these Estonia aims to catch 
up with the living standards 
of its Nordic neighbours - 
and play an important role 
in spreading that prosperity 
eastward into populous St 
Petersburg and north west- 
ern Russia. 


Estonia had no alternative 
but to re-orient its trade 
towards the west after 1991 
when the disintegration of 
the Soviet Union and. the col- 
lapse of transferable-rouble 
denominated Comecon trade 
coincided with the double 
whammy of a rise in the 
price of Russian oil to world 
levels. Hie downside was a 
two year recession and a col- 
lapse in living standards. 

The turning point came in 
1994 when the EU signed a 
liberal Association Agree- 
ment with Estonia which 
enhanced its attraction as a 
low-cost, high-skill produc- 
tion site by offering free 
access into EU markets, 
even for textiles and steel. 
The agreement, combined 
with macro-economic stabil- 
ity, a stable, convertible cur- 
rency and a series of open 
and pro-business govern- 
ments sparked off a foreign 
direct investment boom 
whose first impact was a 
steep rise in imports. 

Last year the strong rise 
in imports of capital equip- 
ment and intermediate goods 
coincided with a boom in 
consumer imports. This 
reflected rising real incomes 
and consumer confidence 
ag ains t the background of a 
stock-market boom and low 
interest rates. As a result, 
imports rose 60 per cent by 
value.pushing the current 
account into a deficit equiva- 
lent to 10 per cent of GDP. 



Trading place: Estonia is re-establishing the reputation for 
commerce which twitt the Hanseatic town of TalBnrr ctynGenr, 


The third quarter of 1997, 
however, appears to mark 
the long-awaited cross-over 
period when sufficient new 
export-orientated capacity 
came on stream to offset the 
strong rise in imports. Mean- 
while, the last quarter gave 
the first indications that 
higher interest rates and a 
tougher fiscal and monetary 
policy stance were dampen- 
ing consumer demand and 
the imports which fed it. 

The emphasis on slower 
and more export and invest- 
ment-led growth in 1998 is 
expected to consolidate the 
new trend. Continuing high 
FDI levels will finance much 
of the new capital imports 
while export production will 
inevitably keep im ports at a 
high level. 

A clutch of top exporters 
ship more than 95 per cent of 
their output to foreign mar- 
kets. mainly to Finland, Swe- 
den and other states in the 


EU but also to Russia and. 
other former' Soviet states. 
Several key exports have a 
high import content, how- 
ever. Top exporter, Elcoteq/ 
for example, estimates that 
70 per cent of the value of its 
exported mobile telephones 
and other assembled , prod- 
ucts is made up of previ- 
ously imported components. 

. Textile exporters also import 
all their raw materials. 

The most effective export- 
ers are those which process 
home produced natural prod- 
ucts. mainly food processors 
and the country's sole paper 
plant which turns low value 
round wood into finished 
product with six times the 
added value. 

Raising added value and 
upgrading the product range 
is the strategy of most indus- 
trial producers. But much of 
the country's income is gen- 
erated by services - princi- 
pally providing transport. 


harbour and shipping facili- 
ties Tor transit cargoes to 
and from the former Soviet 
Union- Big potential growth, 
however, is also expected by 
the tourist industry and by 
the ambitious banks who are 
busy building up Estonia as 
a regional business and 
finan cial service centre. 

Heavy investment Is tinder 
way to modernise dock and 
harbour facilities, including 
hew oil-tank farms, metal 
/• processing facilities and 
industrial parks. Among the 
main obstacles to trade are 
cumbersome, time-consum- 
ing customs formalities at 
. the Russian-Estonian bonier 
and the need for heavy 
investment to modernise the 
- rail network which brings 
most cargoes to the ports. 

Much has been done to 
Improve the efficiency of the 
rail system which was an 
' integral part of the Soviet 
rail network until 1991. 
Kaido Simmermann. the 
director for infrastructure 
development of ; the soon to 
be partially privatised state 
railways, notes that the rail- 
ways moved 14 freight trains 
a day in each direction on 
the -main east-west Narva- 
Tallinn line last year, 
exceeding its design capacity 
of 10 trains per day. At the 
same time.' the railways dou- 
bled traffic on the Petersi- 
Tallinn line, which brings 
freight up from as far as cen- 
tral Asia, to 10 trains in each 
direction. 

The ' problem is that 
decades of under-investment 
. have left, the railways with 
worn-out locomotives, age- 
ing rolling stock and great 
need for ’ modernisation 
which is only just beginning. 
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It isn’t just a cricket game. 


It is 

The Perfect Investment Climate. 
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With Estonia poised to enter the European Union, the 
potential for an energy grid interconnecting the Bailie 
sales with Scandinavia. Germany, Russia and Poland 
opens up exciting prospects for the power industry. 


Building Leadership 
in the Baltic Capital Markets 


.. . *:■*. • : 


EAST CAPITAL AND CRESCO SECURITIES arc proud tO 
announce that we have pooled our Baltic resources: 
As a result, we can provide clients with a rStrige of 
the high es t quality research, stock broking,' invest^.. : .. 
ment banking and asset management services." 

For the best advice and research in th^region, 
or for assistance with, any type of investment, please : 
contact Peter Hakanssori at east capital- ■.-or^rndre^ v : 
Rahumaa at .cresco. securities: : t & p . 
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EAST CAPITAL 
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E-mail: Infd@eancapiial.com - .' 
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POUT OF TALLINN 

GATEWAY BETWEEN EAST AND WEST 


PORT OF TALLINN - YOUR RELIABLE AND EFFICIENT PARTNER 

PORT OF TALLINN - favourably located on the tradeway between east and west, • harbour complex navigable throughout the year with depths 
down to 174 jn, able to handle all vessels that can sail to the Baltic Sea through the Straits of Denmark 

PORT OF TALL— nlmiiii rnif raiyn Tint HfTinitfl Turf ITopll rnrt -inrl T iiii f fiiii n rirrt nf mirflrlri 

PORT OF TALLHUE - a gateway for over 44 million passengers in 1997. The Passenger Port with its four terminals is an excellent harbour for 
both passenger terry boats, as well as for hydrofoils and catamarans during summer season. 

PORT OF TAURUS - equipped to handle ail types of cargo and commodities. Total annual cargo turnover in 1997 was over 17 million tonnes. 
Moaga port - the largest and deepest port in Estonia. Excellent inland rail and road connections. Two modern, fully-equipped grain and reefer 
terminals. The first boasts a 300,000 tonnes site able to handle 5 million tonnes a year; the second has refrigerated warehouse capacity (+16-T: to 
-22°C) for 5,000 tonnes. Port handles dry bulk and general cargoes, as well as cereals and perishables. Good transshipment facilities for minerals, 
construction materials, and coaL There are five oil terminals operating in the port the sixth will be completed this year. 


JUtUlmtASADAU 2S> Sadama Sir EfOIOOTBBnn ESTONIA * tel *372 831 B0 02 * fax +372 631 81 66 * telex 173167 PORT EE • WWW http^/www,o.ee - »nuB pertoftallinnStt^s 
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BANKING > fay Matef Vippthik 




PROFILE 


Hansabank & Hoiubank 


to brake the banks 


Thexehtral Wnk 
is proving a ^vitai' 
check on the 1 •“ ' 
brash commercial 
sector - !; Vv 

fudging by ‘ the sepia 
photographs- on -the walls of 
Estonia's central bank gover- 
nor, Vahur Kraft, little has 
changed in the room ^tnce 
the i^SO’s., By their own 
admission, Estonia’s ce nt ral 
bankers are - conservative 
men: It is an .inclination 
which can be a virtue when 
dealing with Estonia’s brash 
commercial banks. 

Starting -from a clean slate 
at the outset of indepen- 
dence in 1991; : Estonians 
ambitions ■ banks 'embraced 
cutting-edge technology in 
their desire to build effec- 
tive, profitable western -style 
institutions. ^The PC, Inter- 
net and telephone hanking, 
have been bur . ideology,* 
says Peeter Tarim, managing 
director of foreign relations 
at Hansabank, Estonia’s 
largest bank. 

In effect the' banks . leap; . 
frogged entire generations of 
previous technology. Paper 
cheques were never intro- 
duced,' bank cards, more 
than 800,000 at last count; 
arrived instead. Customers: 
can withdraw money from 
the automated teller 
machines 1 hut they can also 
deposit money, pay utility 
bins, .wire money and place 
an order for stocks. The 
same transactions 'can be. 
conducted over the internet 
or tile telephone. 

Estonia's banks have 
expanded aggressively, 
diversifying info stock-brak- 
ing, insurance, leasing, add 
asset -management; And, as ' 
Estonian banks have been', 
borrowing abroad at . increas- 
ingly favourable rates, costs 
for the- consumer have been 
falling. 

The banks' performance is 
also good new for sharehold- 
ers. “Our focus ison share- 
holder value," says. .Ain 
Hanschmidt, chairman: of 
Uhisbank. Estonia's second ; 
largest bank. . */ ■ 


The system has proved in 
-be remarkably solid in the- 
■past five years. : not least 
because a shakeout in 1992 
.weeded -but the- weaker 
banks. , . . ■ •. • 

At the time,' risky lending 
practices, ■ inexperienced 
managers, and the dearth of 
banking, legislation buried 
balf uf the 42 small and 
undercapitalised banks on 
foie market. 1 

The survivors merged or; 
were taken over as Estonia's 
central bankdecidedta raise 
minimum capital reqnire- 
rments and increase supervi- 
sion. - . • ’ 

The banking sector was- 
further strengthened as new 
bank laws and legal support 
systems were put in place 
and Estonia began harmonis- 
ing its banking 'regulations 
with EU norms. 

Iri 1997; Estonian, banks 
seemed to be doing extraor- 
dinarily well. Bank assets 
. and credit grew rapidly and 
record profits- were being 
made tram securities trad- 
ing: But the expansion of 
credit, financed by foreign 
borrowing, raised concerns 
that the economy was grow- 
ing too rapidly. ■ 

. In October, .as turmoil 
Spread through Asia, the 
central bank increased the 
banks' capital adequacy and 
liquidity requirements in an 
attempt to slow down the 
expansion of. credit, which 
had grown 90 jper cent on 
1996. the measure tightened 
liquidity and sent interest 
rates sharply' upward. 

Tallinn's stock market 
plunged 60 per. cent in 
November, dragging down 
the value of many _a bank' 
portfolio. With bank shares 
accounting. -al one point, for - 
' some 80 per' cent of' stock 
market capitalisation, the 
effect was significant. ... 

The crossholding of- bank • 
equity in the banking sector 
jnade banks particularly vul- 
nerable to farisTm the stock 
market and banks reported 
considerable losses firom 
securities. trading. 
rlbe stock market crisis 
coincided with- large falls in 
other emerging markets and. 


the kroon briefly became a 
target of 'speculators con- 
cerned . by Estonia's large 
current account deficit. The 
deputy governor of the cen- 
tral bank, Peter Lohmus. 
says that the Asian crisis 
and its impact on Estonia 
has confirmed the correct- 
ness of the central bank's 
prudential- policies. 

. Nonetheless, concern 
remains that the measures 
taken in October were not 
.sufficiently effective in 
reducing the growth of 
credit or in slowing down 
foe economy. Mr Kraft says 
that capital adequacy ratios 
may be raised to 12 per cent 
from 10 -per cent, if neces- 
sary. 

Large banks, such as Han- 
sabank and Hoiubank would 
not be affected by higher 
capital adequacy ratios but 
smaller banks, which are 
less capitalised, would feel 
the pain. 

. The stock market crash 
and the high interest rates 
have intensified competition 
between the banks in a mar- 
ket that is small and over- 
banked. This is hastening 
another round of consolida- 
tion in the sector. 

Not only is domestic com- 
petition fierce but the mar- 
ket is also open to foreign 
competition. This is increas- 
ing pressure on the banks to 
strengthen before foreign 
entrants knock on the door. 

Even' Hansabank is not 
immune from this senti- 
ment. .“Every bank in 
Estonia is too small." says 
Indrek Neivelt, chief execu- 
tive of Hansabank Estonia. If 
the merger talks between 
Hansabank and- Hoiubank 
are successful, the new bank 
has set its sufots on expan- 
sion into neighbouring Lat- 
via and Lithuania, which 
together with Estonia make 
a market of 7m consumers. 

Uhisbank, Estonia's other 
large bank, has also been 
searching for opportunities 
which - might boost its 
growth. It is starting a bank 
in Sf Petersburg and invest- 
ing DM20m in equity capital 
in partnership with a strate- 
gic foreign investor. 


Joint account to fund expansion 


Aare Jvilp recalls working in 
a department store in the 
university town of Tartu in 
1992 when food was still 
rationed, an energy crisis 
was looming and. pundits in 
Moscow were predicting the 
imminent collapse of the 
Estonian economy. 

Six years on Mr Kilp is 
chairman of Hoiubank, the 
privatised former state 
monopoly savings bank, and 
is deeply involved in merger 
. talks with Hansabank. 
Estonia's biggest b ank . 

The original timetable for 
negotiations was scrapped 
earlier this month to give 
both parties more time to 
call in the professional help 
needed to deal with some of 
the more complex issues 
linked to a merger which, if 
consummated, will create 
the largest financial ser- 
vices group in the Baltics 
with assets of Si.4bn. 

While Russian banks are 
still painfully coming to 
terms with low-inflation and 
a more competitive environ- 


ment, Estonia's super-mod- 
ern banks are rapidly con- 
solidating and drawing up 
ambitious plans to expand 
abroad, including into Rus- 
sia itself. 

Hansabank and its main 
nval Uhisbank, are involved 
in both trends. 

With l.5m people. Eston- 
ia's domestic market is 
small and. with ii commer- 
cial banks, over-banked. 
Last summer consumer loan 
rates fell below those in Fin- 
land and the US as bankers 
jostled for clients. “That 
was unhealthy competi- 
tion,” says Indrek Neivelt, 
cbief executive of Hansa- 
bank Estonia. 

Competition intensified 
when the Tallinn bourse 
nose-dived last October, 
sending interest rates 
upward. 

The proposed Hansa-Hoiu- 
banfc merger would replace 
competition by cooperation 
between two institutions 
which have been moving on 
to each others' turf. 


More interest Hansabank may 
double its resources Ciens. 

Hansabank, traditionally 
strong in the corporate mar- 
ket, has been wooing retail 
customers, while Hoiubank 
has been using its strong 
retail base to launch incur- 
sions into the corporate 
market. A merger would 
combine Hansa bank's clout 
in the corporate market 
with Hoi u bank's retail net- 
work of 200 brunches. 


Mr Neivelt argues that the 
two banks would be a good 
fit. Both have experienced 
rapid growth and double 
digit returns on equity. Both 
have made large invest- 
ments in staff training and 
technology. But rapid 
growth is stretching human 
resources to the limit, says 
Mr Kilp. 

The solution, both believe, 
is to put (heir eggs in one 
basket tc> contain the costs 
of managing and developing 
increasingly sophisticated 
information technology. As 
Mr Kilp puts it. ■"all the time 
we are mending the same 
bicycles in the IT depart- 
ment". 

Both haw harnessed tech- 
nology to expand their 
range of services to include 
telephone and internet 
banking. Currently the sepa- 
rate IT departments of the 
two banks are the largest 
such teams in Estonia. 

The merger would also 
signal a coming of age for 
Estonia’s banks, which are 


looking at expansion abroad 
to sustain growth rates. 

Hansabank ventured into 
Latvia in mid-iy9S, buying 
Deulche Lettische Bank, 
which was renamed Hansa- 
bank Latvia and is now that 
country’s sixth biggest 
hank. Mr Neivelt says plans 
are afoot to start a subsid- 
iary in Lithuania. Hoiubank 
first ventured abroad when 
it bought foe small Moscow- 
based FAB A bank last Sep- 
tember. 

By merging, Hansabank 
and Hoiubank would no lon- 
ger be trampling on each 
other in the rush to new 
markets avoiding a repeti- 
tion of a case last year when 
three Estonian banks bid for 
the same small Latvian 
bank, says Mr Neivelt. None 
got the deal. 

But expansion into Russia 
will be put on the back 
burner. “The Baltic is the 
natural region for us," says 
Mr Kilp. 

Matej Vipotnik 
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Uhisbank 


Empire building on rights stuff 


“Ten years down foe line 
well be an international 
bank inside foe European 
Union with branches from 
St Petersburg to Vilnius. 
We'll be serving 
international clients awl 
wfll have international 
shareholders. Including 
Russians." says Ain 
Hanschmidt president of 
Eesti Ubispank. 

Mr Hanschmidt was 
speaking in London at the 
start of a two week 
road-show through the 
financial capitals of Europe 
and North America to . 
launch Uhisbank's S45-50m 
issue of Global Depositary 
Receipts. The sale of 11.16m 
new shares through the 
issuance of 3.72m GDRs is 
designed to pump up the 
bank’s capital base and 
fond ambitions domestic 
and foreign expansion 
plans. . 


Estonia with its 1.5m 
people and $4.4bn GDP is 
already too small to satisfy 
the ambitions of a bank 
cobbled together in 1994 
from the wreckage of 10 
small hanks caught short 
by the 1992 banking crisis. 
Its origins are reflected in 
the name - Uhis or United 
Bank. in translation. 

The first years were spent 
cleaning up a substantial 
bad debt portfolio and 
integrating the motley 
group. But after this 
inauspicious start the 
bank's young management 
team embarked upon an 
ambitious expansion 
strategy aimed at raising 
the share-of private and 
corporate business while 
retaining as many as 
possible of the local and 
national government 
banking accounts which 
currently provide more 


than a third of its business. 
This is expected to drop to 
around 10 per cent as other 
markets expand. Heavy 
investment in new IT 
systems is planned to back 
foe bank’s expansion 
strategy and more 
sophisticated services. 

The bank already 
perceives its natural zone of 
activity to encompass the 
nearly 15m people, with a 
combined GDP of around 
S32bn, who live in the three 
Baltic states and the 
Russian city of St 
Petersburg together with 
the surrounding Leningrad 
Oblast. Plans are advanced 
for setting up a new bank 
in St Petersburg. 

“We are following our 
Estonian. Finnish, Swedish 
and other foreign clients 
into Russia,” says Jurgen 
Lamp, the bank’s marketing 
director. 


“At present Russian 
banks are roughly in the 
same state we were in four 
years ago. We know where 
they are and how they'll 
probably develop. We ail 
speak Russian. I was a 
sergeant in the Soviet army. 
We understand and can get 
on with our Russian 
colleagues, especially the 
bankers around the same 
age as we are,” adds 
Margos Schults, the vice 
presidenL 

The plan is to limit equity' 
investment in the new 
Russian bank to around 
DM20m and gather deposits 
locally to fund the loan 
portfolio. “At present we 
have no plans to go beyond 
St Petersburg but that is 
only a five year perspective. 
Russia is a huge place with 
big potential. We believe 
that Estonian banks are 
well placed to emulate the 


Dutch banks. They carved 
out significant stakes in 
much bigger countries from 
tbeir own small but 
strategic country inside the 
EU.” Mr Hanschmidt says. 

At present Ubispank is 
level-pegging with 
Hansabank but would fall 
to second place if Hansa’s 
proposed merger with 
Hoiupank goes through. 
Once tbe GDR issue and 
capital increase is complete 
Uhis is likely to step np its 
courtship of Tallinna 
Banka. A merger would 
create a banking gronp of 
equivalent size and 
strength to 
Hansa-Hoiupank and 
consolidate the country’s 
banking structure around 
two powerful poles of 
attraction. 


Anthony 

Robinson 
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RELATIONS WITH RUSSIA • by Anthony Robinson 


Coming in 
from the cold 




[Total; 1 ,478*301 n»6 esmwfl 


Estonians 

953,547 


Commerce is 
building bridges 
over the bitter 
legacy of Soviet 
occupation 


A marble boulder, cleft in 
hall, stands In the forecourt 
of Narva station, just before 
the railway line crosses the 
single track river bridge into 
Russia. On it is inscribed 
simply " memento mori". in 
memory of the dead. 

It was at this station in 
1941 that the first of more 
than 100.000 Estonians, the 
cream of pre-war indepen- 
dent Estonian society, were 
packed into cattle trucks at 
bayonet point by Soviet 
NKVD troops on their way 
to enforced exile in Siberia 
where thousands died of 
cold, hunger or disease. 

The memory of that tragic 
epilogue to the illegal Soviet 
occupation of the Baltic 
states in 1940. carried out 
with Hitler's approval 
according to the terms of the 
infamous Molotov-Ribben- 
trop pact of 1939. will long 
cast its shadow over Russia's 
relations with Estonia and 
the other Baltic states which 
shared a similar Cate. 

It is impossible to under- 
stand the fierce determina- 
tion of the Baltic states to 
become full members of both 
the European Union and 
Nato without reference to 
these events which were fol- 
lowed by the Nazi takeover 
of 1941 and a bloody replay 
of Soviet re-occupation three 
years later. 

When, after three years of 
Nazi occupation, the resur- 
gent Red Army advanced 
across the lands it had ceded 
In 1941 it found its way 
blocked not only by the Ger- 
man Wehrmacht but also by 
Waffen SS units recruited 
from anti-Soviet Estonians. 

After several bloody bat- 
tles the Red Army steam 
rollered on to re-establish 
Soviet control over the Bal- 
tic states which first became 
part of the Russian empire 
after Czar Peter the Great's 
victory over the Swedes at 
Poltava in 1709. 


Even at that time Russian 
domination was perceived as 
a backward step for what 
was then called Livonia. 

His newly conquered terri- 
tory's Swedish administra- 
tion so impressed Peter that 
he considered using it as a 
model for Russia as a whole. 
He dropped the idea when he 
found that the Swedish king 
spent more on the adminis- 
tration of tiny Livonia than 
the Czar spent on ruling his 
entire Empire. Livonia was 
allowed to subside to the 
Russian level of bureaucratic 
sloth. 

As a result of such a his- 
tory Estonia shares with its 
Baltic neighbours the 
deep-rooted and widely held 
perception that Russia repre- 
sents oppression and back- 
wardness and that the Baltic 
states belong historically, 
culturally and in every other 
way to the west 

It was that conviction 
which led them to declare 
their independence in the 
imm ediate aftermath of the 
fatted August 1991 coup 
attempt which led to the dis- 
integration of the entire 
Soviet Union four months 
later. 

It is a conviction whose 
acceptance by Moscow forms 
the only realistic basis for 
building a new and mutually 
beneficial relationship 
between Russia and its clos- 
est western neighbours in 
the future. 

There is growing evidence 
that this is now accepted In 
Russian government circles, 
although Moscow still main- 
tains formal opposition to 
Nato membership for the 
Baltic states and claims the 
right to keep a close eye on 
the civil and other rights of 
milli ons of ethnic Russians 
living in the, now, indepen- 
dent states, most of them 
former Soviet citizens who 
were drafted into the region 
after 1944. 

In Estonia, some 420,000 
ethnic Russians remain, rep- 
resenting 38.5 per cent of the 
overall population and the 
biggest group after native 
Estonians, according to the 
figures from the Estonian 
Statistical Office. 



Russians 420,435 
Ukrainians 38,588 
Byetoairaiarts 22,521 
Finns 13.949 


Tatars 3^09 
Latvians 2, 750 
Jews 2.697 
Poles 2.436 

Lithuanians 2.284 
Germans 1,517 
Others 12,188 


sedate* Offlw at Estate 


Prom the Estonian point of 
view the general atmosphere 
has been greatly improved 
by the withdrawal of Soviet 
forces and the dismantling 
of the colonial-style Soviet 
system. Under the old 
regime all the vital elements 
of the Estonian society and 
economy - the ports, the 
railways, the top ranks of 
the administration and 
police - were all in non-Esto- 
nian hands. 

Only two real problems 
are outstanding. The first is 
Moscow's insistence on 
maintaining a double ta riff 

regime on Estonian exports 
to Russia. The second is Rus- 
sia’s unwillingness to sign a 
new border agreement This 
would resolve the dispute 
over Estonia's formal claim 
to land ceded to it “in perpe- 
tuity” under the 1920 Tartu 
treaty but which has been 
administratively part of Rus- 
sia for decades. 

After years of negotiations 
Estonia has accepted the 
new border, now marked by 
barbed wire and elaborate 
new border crossings on 
both sides. But Moscow is 
still hesitant about signing 
an agreement which would 
involve formally recognising 
the illegality of the Soviet 

takeover of 1940. 

But Moscow's recent 
appointment of Alexei 
Gluhhov, a sophisticated 
senior diplomat, as Ambas- 
sador. together with the par- 
ticipation of Russian prime 
minister Viktor Chernomyr- 
din in last month's Riga 
summit meeting of the 11 
strong national Council of 
Baltic Sea States are taken 
as welcome signs of a more 
constructive and positive 
Russian approach. 

Mr Gluhhov says that Rus- 
sia Is waiting for the right 
moment to make the kind of 
official apology which, as 
President Lennart Meri 
points out. Moscow has 


Eastern experience, Western quality 




in Estonia 


Estonian leading industrial enterprise since 1891 
Producer of car safety systems, car components and 
lashing systems 


in Europe 


Stocks are listed in the Tallinn Stock Exchange and 
quoted in the Munchen and Frankfurt Stock Exchange 


in Russia 


The main supplier of car safety systems to Russian 
automotive industry 


in the World 


A supplier to the global leaders in the automotive 
industry 




General Motors 
Supplier of the Year 
1994,1995,1996 
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POLITICS • by Anthony Robinson, Matej Vipotnik and Liisa Rohumaa 


Director a cut above 


President Lennart 
Meri brings 
gravitas amid the 
tyros of a young 
democracy 


already made to the Czech 
republic, Poland and Hun- 
gary, for the crimes of the 
Soviet regime. "Our objec- 
tive is to sign the treaty this 
year." Mr Gluhhov says. 

"The biggest problem is 
still a mutual of confi- 
dence. This was evident In 
the recent rejection, without 
discussion, of Russian pro- 
posals for security guaran- 
tees and the lack of response 
to president Baris Yeltsin’s 
unilateral offer of a 40 per 
cent reduction of Russian 
troops in the region. 

“But we are now at the 
start of a new attempt to 
establish a dialogue between 
our governments. Up to now 
we have just had occasional 
bilateral visits or meetings 
on the fringes of Interna- 
tional events." 

A new inter-governmental 
commission was discussed 
between Mr Chernomyrdin 
and Mart Silman. his Esto- 
nian counterpart, during last 
month’s Baltic summit and 
will be launched shortly. 

One of the first practical 
results is likely to be 
removal of the doable tariff 
regime which was imposed 
as an act of pique. The tar- 
iffs mainly damage ethnic 
Russians, who dominate 
cross-border trade with the 
St Petersburg region, and 
the inhabitants of Russia's 
former capital which tradi- 
tionally has been an impor- 
tant market for relatively 
cheap and high quality Esto- 
nian foodstuffs and other 
products. 

Even with the discrimina- 
tory tariff regime, two way 
trade with Russia rose 70 per 
cent last year. Abolition of 
this punitive rate could 
unlock the gates to a rising 
tide of direct investment in 
Russia, not only by Estonian 
companies but by foreign 
investors using Estonia as a 
base for their future expan- 
sion plans in Russia. 


Hollywood central casting 
could not have done better. 
President Lennart Meri is 
himself a film-maker. Tall, 
elegant, white haired and 
witty, he looks like a presi- 
dent has a passion tor his- 
tory and the gr a v i tas which 
comes from age - very useful 
in a country run by people 
in their thirties or forties. 

Now aged 69, Mr Meri was 
not yet a teenager when he 
was packed off to Siberia 
along with his parents and 
thousands of other compatri- 
ots in 1941. That experience, 
the start of a lifetime as an 
involuntary Soviet citizen, 
sparked an intense Interest 
in the nature of totalitarian 
power and a desire to dig out 
the truth of a tragic and 
complex period of Estonian 
history which encompassed 
invasion and occupation by 
both the great tyrannies of 
our age. 

“For us the Nazi and the 
Soviet holocaust are equally 
evil, the swastika and the 
hammer god sickle, equally 
repugnant". he says 
reflecting on the controver- 
sial and confusing period in 
1944 when many Estonians, 
and other Balts, enrolled in 
special Nazi SS units in a 
vain attempt to prevent 
Soviet re-occupation. 

President Meri has played 
a key role in persuading 
Estonians to show under- 
standing for the ethnic Rus- 
sians in their midst and 
strongly supports moves to 


integrate Russians and other 
former Soviet citizens into 
Estonia as w illing and loyal 
citizens of the new state. 

For the president, post-So- 
viet Russia Is “still a country 
searching for its identity, 
still in 'the midst of a de-co- 
lonialisation process which 
could be long but hopefully 
not too dramatic. 

“But try to imagine when 
the question of Russian 
membership of the EU 
comes up. A state can only 
function properly when it is 
neither too small nor too big. 
This raises the question of 


where Russia ends arid the 
destiny of huge regions with 
vast natural resources which 
feel they will be able to 
develop much faster If not 
ruled from Moscow. ' 

~I would be happy to see a 
US-style federal system 
evolve in Russia. But for 
that you need people able to 
build a new administrative 
system and new laws. It wfll. 
take a lot of time. Disinte- 
gration may have to go fur- 
ther before, as in Europe 
now, the parts can coine 
together again - of their own 
free wflL" 



Happy man: President Mari 


Political stability and 
minority coalition 
. government rarelygo hand 

. ftxhamhTn Estama they . 
appeared do so. Broad 
national Consensus an the ;• 
key issues of foreign and 
domestic policy helps. 

Polls show overwhelming 

support fiir EU and Nato 

membership, a strong - 
Knxraantf balanced v-s ;; 

budgets; Privatisation will , - . 
be complete with the. /; 
utilities in the government - “* 
, programme this year. . C -I- :• " s 
Rfsingreal incdmesand ' 
falling tmeraptoyiaent are ■ ; 


.-Mart gfrfrrtfln the prime - - 
minister, a former political 
journalist, beads the EMU V 
coalition party- and a 
governm ent of non-party i . 
technocrats andahandful - ' 
of. ministers- from thes&nali- 
ProgreWive and FanbsxS . -- 
parties. • • 

The gu v ermn enty which : 
levies a flat 2^per cent ' 

income tax add runs a 1 : 

| witwtmwl wekmatite. 

"operates with broad, 
agreement on the need fair- - 
a balanced budget anda ' 
stnmg Kroon and there is 
also broad supportfor . 


visible proofs of tite’jraccess ^ 

‘Ama -mikvlrnf nra defr' * k 


offree-mark^ pnHrasfiiwi 
•policies. Significantly, S 
ethrue^Bnssfdiisare among, 
tire, strangest supporters of; 
EU membership which tea'/ ^ 
powerful factor persuading , ; 
increasing numbers to : , 

] yrm Kdrniiaw ami falfft irp [ 
citizenship. !) 


-reforms;” Mr Snman says. . 
~Sfim Haafias, wboas 

:• 

nitiodTiced the 199Jf .V'..'- 

‘inntf ^tshr y- reform. Is ' - 
w iiW ithi^^g lirtw^n g his 
Reform Partybrtothe ^ 
coalition befare-eteCtkms , 


dt»M spring' 1999. He is a 


. strung supporter of 
afiofisbhig corporation tax 
. completely and taxing only 

£/’-rfcaal focomesand 
- consumption. , 

Political life in the 
- ' Rji giko gui' or harliameo t, is 
A«pi ^afrf : h|r ethnic 
, ‘ Estonians. Ethnic Russians 
•• . and dther minorities tend 
ft* .vote either for the small 
ethnic Rt&slan party or the 
centre partyled fry Edgar 
Savisaar.which is the 
closest-tfaing to a 
Scandinavian style soda! 
dembcraticparty.Mr 
Savisaar,akey figure 
during the- transition from' •. 

Soviet iufe. : fa currently 

head of the Tallinn city 
government. 
-*flttfoSm»I^ibl>epe<gite 
’■ wiff vote according to their 
poIiticaI,sociaJand 

aspirations net 
- ethnic ednsiderattons." 

‘ says^Mr SShnatu ~ 


THE EUROPEAN UNION • by Anthony Robinson 


The West is won over 


Success in wooing 
the EU confirms 
Estonia’s 
emergence from 
the Soviet shadow 


The defining moment in 
Estonia’s current foreign 
policy came in November 
1996 after a public statement 
by William Perry, the US 
defence secretary, that the 
Baltic states were not ready 
for Nato membership. 

Tew mas lives, an Ameri- 
can academic of exiled Esto- 
nian parentage who was 
appointed foreign minister a 
few months earlier vividly 
remembers his reaction. 
“Perry’s words sounded 
pretty definite to me. From 
that moment we decided to 
switch all our efforts 
towards seeking early mem- 
bership of the EU instead.” 

That decision was vindi- 
cated last December when 
the EU’s Luxembourg sum- 
mit endorsed Estonia’s selec- 
tion as the first former 
Soviet state to negotiate 
membership. It will enter bi- 
lateral negotiations along- 
side the Czech Republic, 
Hungary. Poland and Slo- 
venia, the first farmer Yugo- 
slav state to qualify for the 
starting round of the EU*s 
eastern enlargement process. 

“For Estonia to get to the 
starting line required solv- 
ing two big problems. First, 
we had to avoid the risk that 
Brussels would follow the 
Nato precedent and limit 
entry negotiations to the 
same three central European 
states - the Czech Republic, 
Hungary and Poland. And 
we had to sell ourselves, and 
actively persuade the EU’s 
southern tier countries, in 
particular, that including us 
would not damage their 
interests,” says Mr lives. 

The fact that around 65 
per cent of Estonia's trade 
now takes place with EU 
countries, and more than 50 
per cent with EU members 
Finland and Sweden alone • 
certainly helped Estonia's 
case. So did an economic 
performance which exceeds 
most of the Maastricht crite- 
ria for entry into European 
Monetary Union. 

Two important external 
factors also helped both 
Estonia and Slovenia get 
into the first round. The first 
was US pressure on Brussels 
to extend a “soft-security” 
umbrella over at least part 
of both the Baltic and the 
Balkan regions. The second 
was the EU's decision to 
drop Slovakia from the EU 
frontrunners because of con- 
cern over prime minister 
Vladimir Meciar’s domestic 
political arrangements. 

But much of the credit Is 
due to decisive action by the 
Estonian government 

"We realised that the EU’s 
southern tier knew very 
little about northern Europe. 
They just had a vague idea 
that eastern enlargement 
could damage their inter- 


ests," says Mr fives. 

To tackle - this problem 
head on the government 
decided to open new embas- 
sies in Spain, Portugal, 
Greece. Holland and Ireland 
- in addition to existing 
embassies in all the other 
EU countries. “The new 
ambassadors . made the 
rounds of the agriculture 
and other sensitive minis- 
tries and spread the word 
about Estonia and our desire 
to enter” 

While this wooing was tak- 
ing place Mr fives declined 
other invitations and tire- 
lessly pressed the flesh 
around all the EU capitals. 
“While my colleagues else- 
where were flying off to Kaz- 
akhstan or the middle east I 
did not visit a single non-EU 
country in the vital run-up 
to the EU’s Madrid and Lux- 
embourg summits.” 

Estonia’s desire' to be 
embraced by the EU is pri- 
marily a security matter, 
although entry also holds 
out serious practical political 
and economic benefits. 
“Estonia is not like Norway, 
which is already a Nato 
member an d h as enormous 
energy resources. We are a 
small, open country with a 
large and powerful neigh- 
bour. We already carry out 
more than 65 per cent of our 
trade, with EU countries. We 
need to be inside the EU' 
decision making process," 
Mr lives says. 

Foreign investors, espe- 
cially from the US and Asia 
who see Estonia as a low 
cost tariff-free base for entry 
into EU markets, concur. 

In an ideal world. Tgaftmiw 
would have preferred to 
enter EU negotiations 
together with Latvia and 
Lithuania. Once Estonia 
joins the EU the Union's 
external border will move 
right up to the Russian fron- 
tier and Estonia’s southern 
border with Latvia, a mere 
administrative line on the 
map in Soviet days, will 
become a, hopefully short- 
lived, dividing line between 
Europe’s ins and outs. 

In the meantime, the 
already widening gap in liv- 
ing standards between 
Estonia and the other Baltic 
states is likely to widen fur- 
ther as a result of the effec- 
tively privileged access to 
foreign investment gained 
by Estonia's earlier prospect 
of full EU membership. 

This would be a serious 
concern, were it not tor the 
prospect of steeply rising 
prosperity throughout The 
Baltic basin area. In this 
broader context Estonia is a 
strategically important, but 
relatively small, member of 
the Council of Baltic Sea 
States, the 11 nation group-- 
tog dedicated mainly to pan- 
Baltic economic co-opera- 
tion. At the recent summit 
meeting of the CBSS the 
region's prime ministers 
endorsed an ambitious busi- 
ness-sponsored. programme 
for energy, environmental 
and infrastructure invest- 


ments designed to underpin 
steeply rising trade “and 
investment across the Baltic. 

All three of the now -inde- 
pendent Baltic states - are 
anxious to develop thekrown 
identities. For 45 yeare they 
were lumped together as 
Soviet ••• Baltic republics 
closely controlled . by 
Moscow. Now they are seek-, 
ing to build their individual 
identities within the com- 
forting overall “soft-secu- 
rity” blankets provided by 
membership of the EU and 
such bodies as the CBSS. 
Significantly, the latter - 
includes Russia as well as 
Germany and Sweden, the 
historic- rivals for Baltic 
domination, along with Ice- 
land and Norway. 

Although bitterly disap- 
pointed at first by their 
exclusion from the first 
round of EU enlargement 
Latvia, and Lithuania will be 
kept closely informed about 
the progress of negotiations. 
The hqpe is that knowledge 
gained from Estonia's experi- 


ence in- dealing with Brus- 
sels will make their own 
talks easier and quicker 
When the time -comes. 

- -Tht* - timing of such round 
talks however is currently 
obscure and Tallinn is gear- 
ing up for a long haul with 
Mr lives predicting a “4-6 
year battle" for membership. 

■ Meanwhile Estonia, with 
its linguistic as well as phys- 
ical closeness to Finland and 
its -Lutheran traditions of 
self-reliance, will continue 
pushing ahead with the legal 
and institutional changes 
■ which are not only neces- 
sary to qualify for EU mem- 
bership but seen as part of 
the country’s broader effort 
to catch' up for more than 50 
blighted years. 

“Estonians have always 
seal themselves as a Nordic 
people." says Mr fives. "We 
aim to end up roughly where 
we would have been if we 
had not suffered decades of 
Soviet occupation - we want 
to become just another nor- 
mal, boring Nordic country." 
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Estonia's. ports =;, 

are investing to • ' 
be the dponyays 
in and out of . . 
Russia r " 

Few deveiopmexits symbolise 
the transformation taWTig 
place in the trading environ- 
ment' of the eastern Baltic 
more exactly than the 
changing fate of the huge 
grain silos and grain. loading 
equipment at Tallinn's Cast- 
growing Muuga port, 

When the sQo was ordered 
from Finnish contractors by 
Soviet planners it . was 
designed for the import of 
millions of tonnes of grain 
for on -shipment . by -rail to 
farms and live-stock com- 
plexes throughout the 'west- 
ern part of the Soviet Union.. 

Nothing revealed the eco- 
nomic incompetence of the' 
Soviet system more than the 
transformation of a tradi- 
tional 'grain producing and 
exporting region -into the 
world’s biggest grain 
importer. But, last year, the 
return to rationality in the. 
now largely privatised post- 
Soviet economy was under : 
lined. 


- For the first time in. 
dbcades - the flow was 
reversed. More -than im 
tonnes ctf Russian grain was 
unloaded . from . railcars at 
Muuga. .port- into the silos 
and- then exported by Rus- 
sian grain traders who have 
taken out a long lease on the' 
•’ factories with the intention 
of building up exports in the . 
years'- ahead: 

. Other, hopeful, signs from 
; the east-ware the reverse of 
decade-long dedine in Rus- 
sian ofl EBodmrdon 'and the 
resumption, of -- economic 
growth after years of steep 
deciitift. : 

- : - For the Baltic ports in gen- 
eral, and Estonian ports in 
particular, growing evidence 
ofJa recoyery . in. Russian 
trade and output,’ coupled, 
with dynamic Investment 
and export-led growth In the 

Estonian arnnomy and rap- 
' idly rising trade arid invest- 
ment flows in the western 
part of the Baltic all spell 
. good: news. • 

This is because the Baltic 
ports are the historic gate- 
ways leading deep into Rus- 
sia and the former Soviet 
rajnfolics^fls ifo away as Kaz- 
akhstan, .foe Caspian region 
and beyond fo central Asia 




Harbour master; Aadu Luukus' new o3 terminal Armor, not * mi 


The faster the growth of 
prosperity In Russia and Its 
hinterland; the more trade 
passes through the Baltic 
ports. 

. . In -expectation of rapid 
growth in future transit 
trade the Estonian ports are 
all Investing heavily and 
rationalising their structure. 

Cargo handling is being 
moved from Tallinn city port 
to the rapidly expanding 
facilities at Muuga to the 
east of the city and to Pal di- 
ski, the former Soviet 
nuclear submarine training 
and operational base, some 
4Qkms to- the west 

Tallinn city port is being 
developed as an exclusively 
'passenger port capable of 
handling an expected 17 pas- 
senger ferries a day this 
summer and up to 170 cruise 
ships over the season, com- 
pared with 147 last year. A 
new yacht basin is being 
developed in the former 
closed naval dock next to the 
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Ferry story: TaHnn’s port wflfwlcome 17. p s weng sr ships a day : 


terminal and ambitious real 
estate development is 
planned for the huge area in 
front of the passenger termi- 
nals. It will be built on land 
freed up by the departure of 
the Soviet armed forces and 
the opening up of the former 
closed military section of the 
port. 

It is a similar story at Pal- 
diski where the closure of 
the submarine base and 
investment of EEKlOOm in 
new wharves and handling 
equipment has created a vir- 
tually new commercial port 
specialising in the handling 
of bulk cargoes such as 
round-wood and metal scrap. 

But Muuga is the port of 
the fixture where billions of 
Kroon are being spent ensur- 
ing that Tallinn, ice free in 
four out of five years, 
remains competitive with 
the other Baltic ports as well 
as the big new ports planned 
by Russia beyond St Peters- 
burg to lessen its depen- 
dence on the traditional 
gateways now outside its 
political jurisdiction. 

One of the biggest invest- 
ments at Muuga is the new 
Pakterminal oil terminal, a 
50-50 joint venture between a 
group of Estonian entrepre- 
neurs headed by Aadu 
Luukas, the newly elected 
head of the Estonian indus- 
trialists association, and 
Paktank of Holland. The 
company has spent $50m to 
date and plana to spend a 
further $8m a year building 
a super-modem oil terminal 
and rail wagon unloading 
facilities. It already handles 
5m of the 8m tonnes of Rus- 
sian oil passing through Tal- 
linn annually. 

Russia’s Lukoil and sev- 
eral US companies are also 
investing in new storage 
tanks and other facilities at 
the port while a US investor 
is p lannin g a $200m steel 
processing and warehouse 
complex. 


ENVIRONMENT • by Leyla Boulton 


Eager to come clean 


The country saw 
the green light 
even before the 
requirement to 
meet EU criteria 

Long an eager student of 
western-style market reform. 
Estonia is also emerging as 
teacher’s pet on the loftier 
subject of Europe's environ- 
ment. 

Even before it was short- 
listed last year to start talks 
to Join the European Union. 
Estonia has worked hard, 
primarily with help from 
Finland, its closest western 
neighbour, on improving its 
environment. 

Embracing the EU's 
so-called environmental 
acquis - almost 100 “green" 
laws covering everything 
from sewerage to car 
exhaust standards - is one 
of the stiffest conditions of 
entry to the bloc. 

The European Commis- 
sion, which drew up the 
short-list, says that coun- 
tries will be able to negotiate 
longer “transition periods" 
for complying with some of 
tbe legislation. 

A study* commissioned by 
the Commission suggests 
that implementing the 
acquis could cost the 10 cen- 
tral and east European coun- 
tries that hope to join the 
EU EculSObn. 

But the challenge ahead is 
□Ot just finan cial. “They 
know tbe beautiful princi- 
ples of what needs to be 
done but it is not so clear 
bow they win do it.” says 
Kristiina Isokallio. senior 
adviser for central and east 
European co-operation at 
Finland’s environment min- 
istry. 

Of Estonia. Ms Isokallio 
says the country barely has 
enough lawyers to put the 
EU requirements into its 
national legislation, let alone 
enforce them. 

Allan Gromov, the Esto- 
nian environment ministry 
official in charge of EU 
affair s, says the transforma- 
tion is about “changing men- 
talities and building democ- 
racy so that people accept 
that regulations and laws 
are not there to suppress 
you but to protect you”. 


Under Soviet rule, laws 
were “for ignoring" and the 
environment was trampled 
under foot by central plan- 
ners and st2te-owned facto- 
ries as a free factor of pro- 
duction. 

Villu ReiJjan. Estonia’s 
environment minister, says 
the country plans to spend 
EEKiObn to implement an 
environmental clean-up 
strategy running to 2010. 

But Estonia also expects to 
negotiate a transition period 
for complying with EU direc- 
tives for curbing sewage, 
pollution from large combus- 
tion plants and the amount 
of rubbish that can be 
dumped into landfill sites. 

It bas focussed so far on 
upgrading its water-supply 
and sewerage system, as a 
result of which Tallinn, the 
capital, already complies 
with EU standards for drink- 
ing water and sewerage. 
Another 10 small towns and 
communities are to benefit 
from a Ecul0.6m loan to 
rehabilitate existing plant or 
build it from scratch. But 
most Estonian municipali- 
ties. for lack of finance, con- 
tinue to dump their sewage 


into rivers - not unlike a 
number of EU cities, includ- 
ing Brussels and Milan. 

A headache specific to 
Estonia, however, is pollu- 
tion left behind by former 
Soviet mili tary' installations 
dotted around the country. 
The worst case is at Silla- 
ma$, where waste from a 
uranium-processing plant 
was simply dumped into tbe 
ground, just 20m from tbe 
sea. 

Mr Gromov, whose own 
father was a Soviet officer, 
says the dump will cost 
more than EEK4m to neu- 
tralise. Elsewhere foreign 
aid has already taken care of 
the problem. Liquid radioac- 
tive waste left from Paidi- 
ski's training centre for the 
crews of Soviet nuclear sub- 
marines. for example, has 
already been collected and 
stored with Finnish help. 

A problem stored up for 
the longer-term is the pollu- 
tion generated by Estonia's 
oil-shale based electricity 
generation. 

“In 10 to 15 years there 
will be no prospect for oil 
shale production," says Mr 
Gromov, who reckons it will 


cost more to clean up than 
produce. It will also, he reck- 
ons. be a major issue in 
Estonia's negotiations to join 
tbe EU. Neighbouring coun- 
tries are bound to complain 
that Estonia enjoys an 
unfair advantage from cheap 
but dirty electricity. 

But Mr Gromov also 
points out there will be busi- 
ness opport unities for Eston- 
ia's neighbours when it does 
switch away from its main 
indigenous energy source. 

Apart from using more 
biomass from its own forests 
and combined heat and 
power, Estonia will need a 
new national combustion 
plant for electricity genera- 
tion. The energy for that is 
likely to be natural gas, 
which Estonia does not pro- 
duce. and it could come from 
Norway via Finland, Ger- 
many, and Sweden. Foreign 
contractors are also likely to 
be required to build the new 
plant. 

'Compliance Costing for 
Approximation of EU envi- 
ronmental legislation in the 
CEEC. EDC 48 Lower Mount 
St IRE-Dublin 2 Ireland tel 
35316611903 fax 35316614991 


Tallinn bathes in glory 


Estonia has got off to a 
flying start in upgrading 
its sewage and 
drinking-water treatment 
network with aid from 
Finland and other west 
European nations. 

Now municipal 
authorities are considering 
privatising Tallinn Water, 
the jewel in the network's 
crown. 

“A number of grooms are 
visiting this rich bride's 
bedroom,” says Allan 
Gromov, the Estonian 
environment ministry's 
director for European 
Union affairs. 

Foreign companies 
interested in investing in 
Tallinn Water indude the 
two French water 1 based 
conglomerates, Coxnpagnie 
• Generate des Eaux and 
Lyonnaise des Eaux, pins 
Berlin Wasser. 


Like all Estonian water 
utilities, Tallinn Water, 
which treats the Estonian 
capital's water and sewage, 
was transferred from state 
to municipal ownership 
after independence. The 
decision to sell all or part 
of K to private sector 
investors rests with the dty 
government. 

The company, makes no 
secret of its hunger for new 
investment to complete its 
modernisation. 

With some EEKlOOm aid 
from neighbouring Finland 
followed by a EEKjKhn loan 
from the European Bank 
far Reconstruction and 
Development, Tallinn 
Water has already 
upgraded the capital city's 
Soviet-era sewage 
treatment works to levels 
complying with European 
Union sewerage standards. 


Western contractors such 
as Finnish contractors YIT 
have done well in the 
process. 

“Estonia has been easy 
for ns,” says the company, 
which carried out a big 
share of the work at 
Tallinn Water. “They have 
been very eager to develop 
their country.” 

Peep Pfiro, T allinn 
Water’s director of water 
treatment, says the next 
challenge is to develop an 
environmentany-soimd 
means of disposing of 
sewage sludge. 

The company's favoured 
option for the sludge, 
which is currently piled np 
in waste land around the 
plant, is to recycle it Into - 
granulated compost which 
can be delivered to formers. 

Leyla Boulton 
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It’s pure Scandinavian 
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\nd rrmt-mbi-r. if you’ri- u Knm- 
Bnnu- im-nibi-r ion can n.-di-«-m 
point ; vihi'R Mm flj nr »l.iy ''AS. 
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travel agent ur S\$ uti I Hi 15 *>0727727. 
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SCANDINAVIAN AIRLINES 


Baltic Fund 1, L.P. 

Baltic Management L.LC. 

Baltic Fund 1, L.P. (Baltic Fund), a closed end fund, is one of the 
largest equity funds mandated to invest exclusively in the three 
Baltic states of Estonia. Latvia, and Lithuania. It is a Delaware, 
U.S.A.-registered limited partnership with a current net asset 
value of approximately $33 million USD. Baltic Fund is listed on 
the Dublin (Ireland) Stock Exchange. 

Baltic Management L.L.C., the premier asset management 
company in the Baltics, manages the assets of Baltic Fund 1 . L-P. 
and other investors. With headquarters in New York, the company 
also has offices in Tallinn (Estonia), Riga (Latvia), Vilnius 
(Lithuania), and London. The manager of Baltic Management 
L.L.C. has been actively involved in investment projects in the 
three Baltic States since late 1991. 

Baltic Management L.L.C. rigorously monitors companies chosen 
for investment and exercises control over company management 
through carefully negotiated investment agreements that may 
include board membership. The management company's senior 
executives each reside in the Baltics for at least six months per year. 


INVESTING IN EMERGING MARKET COUNTRIES SUCH AS 
THE BALTIC STATES INVOLVES SPECIAL RISKS. 

THE INFORMATION CONTAINED HEREIN IS NEITHER AN OFFER TO 
SELL NOR A SOLICITATION OF AN OFFER TO BUY ANY SECURITIES. 


Hamid Ladjevardi 
Baltic Fund 1, L.P. 

Baltic Management L.L.C. 

123 Main Street 
White Plains, NY 10601 
USA 

Telephone: 1 (914) 686-0666 
Fax: 1 (914)686-1666 

email: balticm an agement@wor ldnet.att.net 


6 ESTONIA 


FDI • by Anthony Robinson 


Centre of excellence 


Estonia is 
developing as a 
regional centre 
for foreign 
investment 

Estonia’s ability to lure 
investors from the US. Asia 
and Russia, as well as from 
its Nordic neighbours and 
the EU generally, has 
pushed the country into 
third place in the former 
Soviet world's per capita for- 
eign direct investment 
stakes. This small republic, 
with fewer than 1.5m inhab- 
itants. received $503 in FDI 
per capita between 1989-96 
compared to SI .288 for Hun- 
gary and $642 for the Czech 
Republic (which was boosted 
by the huge Volkswagen 
investment in Skoda Auto- 
mob do va). 

The pace of new FDI, and 
the re-investment of profits 
by established investors, is 
growing. In 1996 Estonia 


attracted FDI of EEKl-Sbn. 
But it received EEK1.6bn in 
the first half of 1997 alone 
with the bulk of money 
going into manufacturing, 
retail and finance. 

Perhaps even more sur- 
prising is the fruit that Esto- 
nian, or Estonian -based, 
banks and companies have 
become the leading source of 
investment from within the 
region itself into central and 
eastern Europe. This out- 
ward investment amounted 
to $27 per capita in 1996 com- 
pared to less than $8 for its 
nearest rival, the Czech 
Republic. 

The pace of outward 
investment from Estonia 
into Russia, Ukraine and its 
Baltic neighbours, in partic- 
ular, is expected to increase 
rapidly as more and more 
local and foreign firms use 
their Estonian base as a 
launch-pad for expansion 
into bigger but less transpar- 
ent neighbouring markets. 

Estonia's attractiveness to 


foreign investors as an effi- 
.cient low cost manufactur- 
ing and export base was 
increased by the terms of 
Estonia’s liberal Association 
Agreement with the EU. 
This ensured tariff and 
. quota free entry for Esto- 
nian-made textiles and steel 
as well as other industrial 
goods. That Initial advantage 
has been enhanced by Brus- 
sels' choice of Estonia as one 
of five frontrunners in the 

first round of EU enlarge* 
ment negotiations. 

"We find it difficult to 
attract US or Asian compa- 
nies which are already estab- 
lished in the EU but we are 
an attractive alternative to 
investing in the EU itself for 
those still planning their 
European ventures," says 
JUri Sakkeus. chairman of 
the Estonian Trade and 
Investment Board. 

Estonia’s open-door policy 
for foreign investors is 
already paying dividends. 
More than 50 per cent of 


Estonia's exports last year 
were generated by foreign 
owned companies and 
exports to EU markets 
accounted for around 65 per 
cent of all exports. 

The government's tariff- 
free trade policy also maxim- 
ises the advantages of Eston- 
ia’s geographical position 
and its highly developed 
transport and port network. 

“Narva in tbe east of the 
country is only I30kms from 
St Petersburg with its mar- 
ket of more than 5m people. 
Stockholm is only 320kms 
away and Helsinki is TOkrns 
away just across the gulf. 
Neste, the Finnish oil com- 
pany, has set up its regional 
headquarters here. Coca- 
Cola exports to the other bal- 
dc states. Elcoteq, the Finn- 
ish owned electronics com- 
pany. is expanding into 
Hungary and Russia from 
here. Ruhrgas of Germany 
and Gazprom have a joint 
venture fertiliser plant." 
says Mr Sakkeus, quoting 
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from the growing list of 
investors expanding into the 
region from their newly, 
set-up Estonian base. 

Despite the virtual comple- 
tion of industrial and service 
sector privatisation, which 
hac put more than 70 per 
cent of the economy in pri- 
vate hands, a new wave of 
utility privatisation will pro- 
vide further opportunities 
for foreign investors, adds 
Vaino Samet. director gen- 
eral of the Estonian Privati- 
sation Agency- 


PROFILE 


The Tolara ni Group 


Paper prophets in material world 


Foreign expertise is 
transforming rusting 
relics of Soviet 
inefficiency into 
money makers 

A classic over-manned, 
technologically backward Soviet 
style textile plant called Balti Manu- 
faktuur was the Singapore-based 
Tolara m group's first Investment in 
Estonia. The story of its turnaround 
into a modern, profitable plant 
exporting 98 per cent of its output 
to EU and Scandinavian markets is 
relevant to thousands of similar 
plants throughout the former Soviet 
Union. 

Balti was the first in a series of 
strategic, long-term investments in 
Estonia and the Baltic region by an 
Asian group anxious to secure a low 
cost, but efficient, production base 
in the former Soviet empire for 
export to EU and global markets. 

Tolaram, which began life in 1948 
as a family-owned textile company 
In Indonesia, has since blossomed 
into a $lbn annual turnover global 
industrial and trading group. 

It derided to make Estonia the 
base for its strategic foray into 
Europe in 1994 and began by buying 
Balti complete with a mixture of 
ageing Soviet, Czech, East German 
and western machines and a 1200 
strong labour force. 

The plant, in the heavily ethnic-. 
Russian industrial port area to the 
west of Tallinn, was barely working 
at a third of capacity. According to 
HiUar-Orcnes Konts, the plant's gen- 
eral manager, it was without work- 
ing capital, denied credit from the . 
banks and facing bankruptcy before 
Tolaram bought it outright from tbe 
privatisation agency in March 1995. 

The factory, now re-named Baltex 
2000, used to import its cotton from 
Uzbekistan and export 100 per cent 
of its untreated cotton textile out- 
put to Rnssia. It employed 3,600 
people in its heyday in the 1960's. 

But the interruption of cotton 
supplies and collapse of the Soviet 
market thrust the plant into life- 
threatening crisis after the collapse 
of the Soviet Union in 1991, a posi- 
tion exacerbated by the subsequent 
imposition by the Russian govern- 
ment of double tariffs on Estonian 
exports. 

Three years later the re-organised 
textile plant is profitable, working 
to foil capacity and exporting 98 per 
rent of its output to western mar- 
kets. 

Turnover doubled to around 
EEK350m between 1995 and 1997 
and is expected to reach EEK430m 
by 1999 when new machines are 
installed and a EEKlSOm overall 
investment plan in new plant and 
technology is completed. 

Losses of EKKim a month in 1995 
have been transformed into an 
expected EEKTtn net profit in 1996. 
Labour productivity has tripled but 
no-one has been laid off. Natural 
wastage alone has trimmed num- 


bers to around 1,000 people, of 
-whom around 95 per cent are Rus- 
sian-speakers. The rest are Esto- 
nians and ex-pats, including KS Tri- 
pa thi, the chief executive; and his 
chief engineer. ... 

The enthusiastic co-operation 
Tolaram received from an initially 
suspicious workforce at Baltex 2000 
confirmed the choice of Estonia as 
the hub of Us European • expansion 
plans. 

Since its initial purchase of Balti 
Manufaktuur the group has gone on 
to acquire a former wool spinning 
plant in Pamii, which it is convert- 
ing into a cotton spinning, weaving 
and dyeing complex called Lotus 
Colours. It has also bought a.non- 
woveh textile plant at Viljandi 
called Baltex non-wovens and made 


a couple of major real estate invest- 
ments in Tallinn. 

Through .these Investments, and 
the re-investment . of profits. 
Toleram has become tbe biggest sin- 
gle foreign investor in Estonia and 
one of the largest earners of foreign 
currency. It has also become a com- 
pany which the. government feels it 
can turn to when faced with a par- 
ticularly tricky, problem - such as 
the salvation of the Kehra paper 
plant ' A-. ' 

The collapse ot the Soviet market 
spelt disaster- for. Kehra . Pebar. the 
only pulp and paper plant in. thickly 
wooded Estonia. . 

Closure of; the age^ pre-war 
pulp and paper factory; in .1992 
promised an uncertain, future of. 
unemployment, cold and poverty for 


man 



Sonny Aswani 

Estonia was the last place on Sonny 
Aswani 's mind when the then 
Moscow-based representative of . 
Singapore's Tolaram group left the 
city for a two-month;. ' 
reconnaissance: trip around the 
forma' Soviet empire in 1994. . . 

After more than two increasingly 
frustrating years in Masco w his ; 
task was to identify somewhere in 
this huge and disparate region 
where the Aslan industrial and • 
trading group could safely and 
profitably buy and restriirinre . 
assets and carry on trade. • 

“I was sent to Moscow in 1991 to 
test tbe market, bat became , 
increasingly frustrated. There was 
no transparency, no-one had a clear 
negotiating mandate and when we-- 
made one step forward the - 
bureaucracy forced us to take two ; 
steps back. We were also constantly 
being asked for protection “fees" to 
make sore we were not disturbed,’’ 
he explains. The cost of renting V 
accommodation, providing security 
and hiring staff also made Moscow 
“frightfully expensive”. 

“After a couple of years it became 
clear that we were spending all our ; 
time putting ont fires - not 
running our business. 

•'When I reached the Baltic states ' 
I realised they stood ont from the 
rest of the former Soviet Union. By 
1994 1 was convinced that Estonia 
was where we should establish 

ourselves." 


The soft-spoken, 34 year old Kent 
University-educated business v* 
economist was relieved above ail to 
have found a place “where officials 
had a problem-solving approach < 
and were both competent and 
non-corrupt". He was ' particularly . 
impressed by the quality of 
middle-level officials whom be 
describes as “hard-working and 
dedicated". 

On the basis of Mr Aswanl’s 
recommendations the Tolaram 
group rapidly developed into the 
largest single foreign investorin 
Estonia. Tallinn has also become 
the base for the group's expansion 
elsewhere in the Baltic states and 
Ukraine and for pilot ventures back 
in neighbouring Rnssia itself. 

. are Purnnitly making np. mw 

minds about whettier to chose - . - 
: Estonia or Latvia for a big '? 
greenfield tavestmentin-pnlp and 
paper. Both countries have lots of ' 
wood which they currently export • 
in untreated rorad-woodiform." . 

Tolaram already owns Dauteks; 
Latvia’s biggest textile company 
. which is in the midst of a $25m 
modernisation plan. Other lug J-. ... 
projects in the pipeline include • ’ • 
buying up the 80 per. colt of. : ; 

Alyautus. a Lithuanian textile: . 

company, it does not already own ’. \ 
when thecompany isfnlly 
privatised -to ApriL The group also • 
has several smaller industrial 
projects In the pipeline to Ukraine ’ ■ 

. and to Rus8te “where conditions ~ 
are definitely improving”-. .V.-, . . 

Tfie scale of investment [reflects ' 
the strategic, long-term natare Of , 
Tolaram'aactivitSes mtheregimx.-- 
“Befog here in the Baltics enables 
us te.be hi Europe without ; ;'y 

hicurrittg European level - . - •. 

production costs. Estonia’s EU free 
. trade agreement gtves us direct and ; 
immediate access into our -West " 
European and Scandihavian Tfrimt . 

garden". Theformer SovletGIS 
. states, with '.their growth potential t 
are' our backyard," adds. Mr 
AswanL - • : ■ . v- ; . ■ -'’l. 


- the entire population of the small 
town 40kms- from .Tallinn where the 

-plant was the sole employer and 

- purveyor of heat 

In vain the Estonian government 
invited the big international paper 
.companies .to try; and rescue the 
plant. All decided it was too old, too 
small and too difficult. : 

In 1905, and by now rather desper- 
ate.. the government asked Tolaram 
to see if it'was possible to breathe 
new life into the plant; ' 

Pulp was .among the commodities 
which the trading and industrial 
group bought and sold on a global 
‘ basis b.ht. Tolaram had no prior 
industrial experience in the pulp 
and paper business. 

The plant, built in 1938 and 
nationalised by the Soviet regime. 

• was on offer from the government’s 
. bankruptcy committee at a salvage 
value price and was sold as a non- 
p^orixbhg asset 

> . *The government invited us to 
Cake a look even though we had no 
industrial experience of paper mills. 
Tb he]£r us we-hrought. in. experts 
■bxm Scandinavia. The big compa- 
nies were all used to thinking of 
^massive investments and touch big- 
ger plants; But wa thought it might 
be possible to bring the plant profit- 
ably back fo life with the right man- 
agement approach and a bit of cour- 
age," Mr Tripathi, a textile engineer 
who spent 10 years In Kenya with 
Tolaram before : coming to Estonia, 
recalls. 

■ Tolaram decided bn a series of 
■ relatively, small Investments. The 
boflers were converted from pollu- 
ting mazoutto gas and overhauled; 
the forklift trucks were repaired or 
replaced, the lag de-barkers and 
other machinery -was overhauled 
and : EEK3m was invested in a new 
water treatment plant to curb water 
pollution. : ' " \ : - • 

After two" months of essential 
repairs and investments the first 
trial run took place in October 1995. 
The 550 strong workforce!, resumed 
their johs. • . , 

. Production, built !.up ;to.. 55 tonnes 
of paper a day for a monthly aver- 
age of, 1,625 timnes. foro^mut 1996. 
Last year output rose steadily -to 
foD annuil: capadfy of j^,(^ tonnes 
a year by the fotott , q'uartto’. Pro- 
duction costs; per tonne Tell dramat- 
ically from S357 a tonne in the first 
. quarter to .4280 ^r-tonne as: monthly . 
: output doubted ovei' the year. - . 

With* wOTld - jrapCT- prices averag- 
Ing ^550 per tonnfr bver the year the 
■ pktot-staried - -genaating . sufficient : 
^profit . to; .warrant ' the : relatively . 
stoaH;ftatheE hi vestment heeded fo 
: boo^ to- ^ eb.OOD tonnes. : 

• " i&ttoe ssi^tiine Tolarain . started 
'inifestoieirfi itera. new ; plant : Inside 
. thes^ existing! grounds to , produce tis- 
sueJipaper. When cctapleted iater 
4faeto<W^pla]pt'-wili trans- 
, form too viability of- toet entire com- 
.pfojf-lbr a :to6fi,Jhy«fonent of 
r t$maU:beer.by intena^ 

. . .. >' 




• Broker services 

• Liner agents ^ 

• Agents for CMA-CGM 

• Forwarding 

• LCL consolidation services 
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SHIPBROKERS- LINER AGENTS 




MELSHIP EESTI LTD. 
Ravala 6-20i B 
EE0001 Tallinn 
ESTONIA 


Tel.: +372 6466632. +3722454489 
Fa *■ ’■372 6305 686 
E-mail: taavo5imelcon.as.ee 
h up </w ww.conmel.com/ 


Since 1991. occoaotants, attomeys and trmiseHr exec 
■ctdmi Estonia and around the world bon oaed our b 
friendly services. 

Ws ore a competent and rafiabb consulting firm fa r 

o Fonraban of at types ot kgal ertmea ir Eetorua 
v Rest^-m«fc carjpanes © mis tmmg&nstr 
v Audtrg ufid Accounting servtcas 
O Company Secretarial services 
O DcmtabUfin ol foreign comparKK 
O Finance and tax counseling 
O itHtepihaqjerosetrtaH local busaescenwonmeni ' 

Offeborc companies 

O Coflorate and CommeKlsI Semces 
C Saciwe to national concerns 
O CompsehensM adwee and support semes via 
International bacons 

Banting facifities for offshore companies 
O littEratandPCBanbOfl 
■0 tnslartt Alocatxxi ofBankAccourt Nirr*era 
O M^tcunencyandRl^accourts, Securities accounts 

tomon AS, 18 Koidula Street BEOOOI Tallinn, Estonia, 
telephone -+(372)631 2087, tat +(372)631 2582. 

E-mail: kBmon@pb.uimet.ee 


Estonia 



Latvia 


leading in vestors in real estate, 

- providers of prvpe/ty services ’ 

. Welcomes- • ' 

Pelham Partners LttL and Apotlo Real Estate 
' . as investing shareholders . - 

' tiimsnct^arraitgedhg'' 1 

-• Rutland CorpomU> Finance Limited' . .. - .. 

■ Paul Obepscweie®; Chief Executive « -, 
Ahtbi .6, Tallin^ Estonia tel. (372) 625 995 9 . 
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ing director" of the state lcrb ;yni& in. toVSflesian district ’ investment to Russia could 
tery. Normals ttutooyto^i^ ■'. ." /. , /pay; off handsomely if sey- 

-1997 grew ^ i^ cent oii the;/ ' jto ng. soc : ‘eiral ■ western car firms* 

. year to EERstioto : ?roffts> - c^-.: W^WtotiMn- £ mar^ets.y including flat of Italy! and . 
were up 118'per : cent; to N oriels ! pnrMdpal market GM, carry through their 
ERKi3Tnt • ’ .-..- 'l f /.^.ieinaln*' Russia,' rotofito- to ' plans .to invest to Russian 

But "Norma’s curtordT production, ; factories: Fia t's /planned 

ceto.- 0 w.ee : no thin g^ its SSpQqoL investment to Va 2 ' at 

chance. . . *Toreigners Togliatti in the Volga 

come. here see thaionr goate -v sgitii : region, for example, '.will 
and our attitudes , 'tare iUie toitos, to and . its **" increase annual output in 

their*,'- ^wd’. tfetos . '' ' this plant alone to more 


Elcoteq Tallinn 


With the _ vfaacrn 
typical of 

p lanning 

manufactm^^/ec^^aiiy 
called P e oples^Enterp rise 
Norma wa^ oidl^ed^e "day 

to ■ stop! tokfl^^o^^and 

. st^ ro£*to&' The 

. order cameVdown 'after the 
Soviet maidatM 

in toe ea^JSWs.toat’seat 
belts murt he inst^ed ln'to 
all Soviet cars! 

Jfot that Norma, has done 
poorly in the. seat-belClm^^ 
ness. From. limits ptodui^V 
tion linto haye tcm?ed Onfc. £ 
more than 100m ’• seat-belts 

3m in the past year; aJon&r/^flot seBt asahis a'm^ customer ^.'7 
From its . heyday'at .toeC/77 ’ .r r / ;/./,■ :.• ; :• 
vanguard of. socialist ' Beat: / orders from jVPeKtern - car Payments are often post- 
belt manufacturing.'- Normal ONrtori-a now. poned, . making ra s h flow 

te now si^Ijtogj^fhakars.-/ prodtfctos; 37 dtoeamrt metal, , management a tricky biisi- 
includihg Saab ofi'Sw^eu ‘ , toid pla^c';ic» : -parts for : : ness.'-But delays can be dou- 
and Geuea^al Motcffs af ft^/.Sa^' some of which are bleodged. Last year Norma 
US. ■*. ■_ ' • /'•• ->--' '• . • ' V ■ , -rd^sigpe d ' :V collab orati velyY made an extraordinary prof- 
The turnaround began' to /lover a ramputer network by ftaf EEK28m, reflecting, the 
1991; when Estonia"inittot^; en^iieers &oni"t3^_two com- r delayed payment of money 
radical fi^;ma^^ : ipmuesT:;,. *. , ■ ^which. h a 0 been written off 

which drove !- many Tmsi-:' Tt- jgfetom's'cd mmitinaot : "' to ioafi- 
nesses ioto the ground. But “to meet toe highest- Respite the problems 
Nonna stumbled oh and^fot,.; requirements on price, qual- : ‘Norma has braved Russia's 
lowing a management -biiy^' ^ Ity.affl servlc&^that hashed business dimate by invest- 
out and the re-orgaitii&tiaii 7GM to include the Igsto pian - .. tri g ‘ RTCTTAm -in a mandfactur- 
of its m a n agement board.' S Kmip^y-fn : Jts world-wide tog operation , in Vyzinki, 
the firm ; was^/h^' soIid,^top.l5(> suppliers lisj^ the. closer .to .its. customers 
ground tor growth.:-/ ; : tmiy’ Ba^Rurt^eto: tomi' to indluding motor manufac- 

'*Todby^ lteraiav'ti-.1^ : '^r- ^‘jnalto = ib^ •; tdrers. Gaz, Volgd and Vaz, 

. gest - industrial , firm ; quoted ■ Nonna competes against as' weD as A zlk and ZAS in 
on the Tallinn' rip; to 10 .^times fts . ^the Ukralhe. "It's a bridge- 

anexporterof98per_ceut!of size, in cl uding ! ; tRW.land bead fori. us ahi for our 
■ its production- ‘tfiiaer.;t^ ^ IJS,: potential partners. If you 

stewardship of chief look-at the potential of the 


Success more than 
equals sum of parts 


A forward-looking people, 
Estonians are seriously 
interested in the latest . 
technology. As there Is. . 
nothing as ubiquitous on 
the streets of Tallinn asthe 
mobile telephone, it is 
fitting that mobile phones 
are Estonia's highest value 
export. 

This is courtesy of the 
Finnish-owned electronics 
firm Elcoteq Tallinn, whose 
presence in Estonia is a 
testament to the potential 
of the small Baltic country 
which a mere seven years 
ago was a Soviet Socialist 
Republic. 

There is no sign of the . 
Soviet past at the futuristic 
Elcoteq plant where 
Sophisticated nmehmfrg 
assemble electronic 
components on printed 
circuit boards for 
installation in mobile 
telephones. 

Elcofeq's factory offers a 
glimpse Into Estonia’s 
future or, at least Into 
what local politicians 
envision to be its future as 
& service-oriented economy 
with a modem 
manufacturing base. 

Estonia already boasts an 
impressfve number of 
internet users and, just in 
case someone is missing out 
on the information age, the 
government is sponsoring a 
programme to bring 
internet access to all 
schools. 

. Estonia’s happy ■ 
association with hi-tech 


began in 1992 when Elcoteq 
faced rapidly growing 
demand for its services 
from customers in the 
region. The company 
considered building a plant 
in Asia bat backed a hunch 
too invest locally. “Why go 
to Malaysia when we can do 
it much closer to home?” 
asks Umar Petersen, 
general manager of Elcoteq 
Tallinn and vice president 
of Elcoteq Europe. 

. A mere hour by boat from 
Finland's southern shores, 

. Estonia had working 
infrastructure, low costs 
and a Large supply of well 
educated labour. Estonia is 
also culturally similar to 
Finland, an advantage even 
in this technological era. ’ 

A small, pilot plant 
rapidly developed into a 
fully-fledged manufacturing 
operation. Extensions were 
added and capacity was 
increased with financing 
from the International 
Finance Corporation. 

By the end of 1997 
Elcoteq Tallinn employed 
1855 staff, whose 
productivity in the 24 hour 
operation matches Elcoteq’s 
Finnish factories. The plant, 
Elcoteq’s largest, now- 
accounts for about 6 per 
cent of Estonia’s 
merchandise exports. 

Elcoteq assembles 
products for brand firms 
whose factories are short of 
capacity or simply find it 
more convenient to 
outsource production. 


imptossed,^ say$ 'Avtk^Vaute of r pd5t8todet Imsiheto ■ toah 740,000 carkper year. 

SOO/ who ; thfe'v ; ditoWe- import '-tor- 

label 'Made in* Estonia^ .aj|vhntoEe^ • j^crS^tf .-/westo™ tob; itose the price pf ..bnsi- 
should be "a sign-hf godet ' : toannfcctorere hn&Miug ^ -. dess-to Rossia^Mr Ayiksod 
quality at a xeasonable 'Russia. :v v ' rematos.-cautojusly' opfimis- 

price. ‘ . ■ tic. /^Economic t h i nk i n g in 

: This ' attitude,; as* well, as /bu^oe^toRtosia is.&imple..-., L ftossia wDl, hopefully, pre- 
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Fee assembly: Scoteq has plans lor Russian expansion 


Ekmeq spares these 
firms, which include 
Ericsson of Sw eden and 
Nokia of Finland, the cost 
of building additional 
factories. “We want to 
become better partners,” 
says Mr Petersen. “And 
efficiency and quality are 
what matters.” 

Elcoteq’s engineers now 
participate in some product 
design stages with 
contracting firms and the 
share of “box-build”, where 
Elcoteq produces, packages 
and delivers the end 
product, last year accounted 
for 40 per cent of the firm's 
sales. 

Elcoteq’s progression into 
higher value added 
products also suggests the 
path ahead for the 
development of Estonia’s 
industry, which is becoming 
an increasingly important 
out-sourcing location for 
Scandinavian firms. 

The growing 
internationalisation of 
business and buoyant 
demand are also prompting 
expansion farther afield. 
“Our competitors are in 
Scotland, Mexico, the far 
East,” says Mr Petersen. 
“And more and more clients 
want our services there.” 

Several investments are 
in the works and Elcoteq’s 
T allinn plant is proving a 
convenient base for 
expansion into Russia. An 
expansion spearheaded by a 
plant in St Petersburg. 
Opened in response to 
customer demand, 
production within Russia’s 
borders will avoid future 
tariffs and provide lower 
cost levels ensuring the 
plant's competitiveness for 
some time to come. 

“It is easy for us to open 
in St Petersburg because 
have our Tallinn factory 
has lots of 

Russian-speaking staff and 
we are familiar with 
Russian practices,” says Mr 
Petersen. 

Matej Vlpotnik 


Add Baltic 
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We are here to guide you 
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In almost every area of Estonian 
banking, Tallinna Pank has been first. 

Our investing as well as factoring know-how shows 
the same innovative touch. In Estonia, in Latvia, in 
Lithuania. 
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Compared to Western Europe, we started later, 
through no fault of our own. But this allowed us to 
leapfrog over many long-established European banks. 
In ideas and techniques, we are younger and can move 
faster. 

Asset management is our pride. We have branch com- 
panies providing thorough information in all three 
Baltic republics. More exact would be to speak about 
Premium Wealth 3nd Fund Management referring to 
attentive attitude towards all our clients’ needs. 
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Our clients often address us as their “parmer". This 
makes us proud. 


TALLINNA PANK 


Tallinna Pank Roosikrantai Str. 2, EEC001 Tallinn E<n>nu 
Tel: + 372 6 1 10 8S0 Fax: +3726110 S81 e -mail: in fort< tp.ee http: '7wuw.ip.ee 


Tallinna Pank Asset Management Roosikrantai Str. 2. EE000! Tallinn Estonia 
Tel: +372 6310 127 Fax: +372 61 10 201 e-mail: .isseN/i rp.ee 
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AGRICULTURE • by Liisa Rohumaa 


TOURISM • By Liisa Rohumaa 


Land of milk but no money 


Farming faces a 
painful transition 
to free market 
and EU 
conditions 

Banks and farmers are 
rarely on the best of terras 
but in Estonia the relation- 
ship Is becoming increas- 
ingly hostile. The open trad- 
ing climate and stable 
macro-economic environ- 
ment that has created a 
haven for banks has been of 
little benefit to farmers who 
have seen the relative impor- 
tance of agriculture dwindle 
since 1991. 

"I look at the big new 
banks that have opened up 
in Tallinn and they just 
remind me bow difficult it is 
to get a loan." says Velio 
lives, director of the Harju 
Farmers Urn on advisory cen- 
tre which belps farmers with 
business and legal advice 
and rental of machinery. 

Now farmers have some- 
thing else to worry about. 
Preparations for European 
Union membership mean 
that the agricultural sector 
will have to comply with 
onerous legislative harmoni- 
sation. raise hygiene and 
veterinary standards and 
develop the administrative 
capacity to apply policy 
instruments demanded by 
the Common Agricultural 
Policy. 

Estonia will have to intro- 
duce dairy quotas and fea- 
tures of the arable regime 
such as set-aside, base areas 
and compensatory pay- 
ments. Crucially, the govern- 
ment will have to demon- 
strate that it can enforce the 
EU's requirements. Difficul- 
ties in complying to EU stan- 
dards are a major factor in 


Estonia's continued reliance 
on the Russian market to 
sell nearly half its agricul- 
tural exports. 

Farmers are preparing to 
enter a new world. They are 
also coming to terms with 

fact that the heyday of Esto- 
nian agriculture - in the 
thirties when half of all 
Estonians worked on the 
land and produced the eggs, 
butter and meat that graced 
the breakfast tables in Lon- 
don and St Petersburg - is 
unlikely ever to return. 

Those working in agricul- 
ture will have to reinvent 
themselves and become 
canny operators able to pres- 
ent a business plan and to 
specialise and maximise 
their exports by modernising 
production and improving 
standards. Many will be 
forced to diversify into for- 
estry, for example, or con- 
sider niche markets such as 
herbs, berries, flax, handi- 
crafts and rural tourism. 
Ants Aama nnn a farmer 
from Harjumaa county reck- 
ons “it will need every ounce 
of peasant grit to survive' 1 . 

Today farming employs 
less than S per cent of the 
workforce and production Is 
down in most areas. The 
lengthy process of land 
reform has seen many farm- 
ers and food processors Ole 
for bankruptcy. Uncertain- 
ties over ownership and the 
privatisation of former state 
land have dragged on. 

The story of agriculture 
during Estonia’s new found 
independence Is a depressing 
one. Record levels of agricul- 
tural production between 
1965 and 1989 were followed 
by a slump in the nineties. 
By 1995 livestock production 
had dropped by 52 per cent 
and crop production by -13 
per cent. 
















Bitter harvest: Velio lives seye farmers need help 


Estonian agriculture In 
the early nineties faced a 
price-cost squeeze. Input 
costs rose 17 times while- 
producers's prices increased 
only 11 times and the retail 
prices of food products rose 
29 times. People bought less, 
agricultural income dived 
and many farmers were 
forced to leave land idle. 

But there might be a few 
chinks of light The Organi- 
sation for Economic 
Co-operation and Develop- 
ment (OECD) says that 
Estonia Is alone in not giv- 
ing direct subsidies to its 
farmers. This year, no doubt 
with EU ambitions taking 
centre stage, one sixth of the 
EEK600m agricultural bud- 
get will be destined for farm- 
ers in the form of direct sub- 
sidies. 

The question of import tar- 
iffs has been raised but the 
Rural Union, junior partner 
in the governing Coalition 
party, has been thwarted in 
its attempts to introduce 
them by what Andres Varik, 
the agriculture minister, 
calls "political forces" dedi- 
cated to liberal policies. 

Milk production has 
increased even though the 


number of cattle has 
dropped by 5 per cent, heart- 
ening news as milk and 
dairy products are the main 
item of Estonian export. 
However, in January the 
European Commission ban- 
ned imports of Estonian 
dairy products after EU 
inspectors were critical of 
hygiene and veterinary stan- 
dards. Although only a small 
amount was exported to the 
EU it still came as a bitter 
blow. 

Now the dairy industry is 
facing another challenge, 
from Russia which, in Febru- 
ary, said it would impose a 
new customs accounting sys- 
tem. This will calculate 
import duties on the volume 
rather than on the price 
assigned to goods going over 
the border. 

In the long-term Estonia 
can best hope for cereal pro- 
duction and yields to recover 
to near self-sufficiency and 
increase livestock produc- 
tion. Dairy farmers will have 
to battle with banks for 
loans to improve their equip- 
ment Velio Eensalu, a dairy- 
farmer who recently took 
back his farm which had 
been eaten up by a collective 


during Soviet times, speaks 
for many when he says; 
“Every last penny I make I 
put back into buildings and 
equipment." 

Restitution of laud has 
almost been completed but 
the privatisation of land that 
no-one has yet claimed con- 
tinues to be a problem forc- 
ing fanners, such as Mr Een- 
salu, who want to buy land 
to stand by and watch it lie 
fallow. 

For a country whose 
national identity has been so 
closely allied to the land 
(most surnames have coun- 
try associations - lives 
means lynx, Maasikas is 
strawberry, Rohumaa, grass- 
land) agriculture is a wider 
social issue and there are 
concerns about the widening 
divisions between town and 
country. 

People who work on the 
land are the lowest wage 
earners. There are worries 
also about attracting a new 
generation of young farmers 
since so many descendants 
of pre-war farming families 
lost their attachment to the 
land when the Soviets collec- 
tivised. 

Katl Aus, a young woman 
in her twenties from the Bal- 
tic island of Saaremaa, lost 
her job on a collective farm 
in the southern part of the 
island when it broke up into 
smaller units after 1991. She 
studied horticulture in the 
US for a year but came back 
and could not find a job. “I 
just couldn't see any future 
in agriculture, so I’ve used 
my lan g ua g e skills and now 
I want to be in tourism." 

This summer as she wel- 
comes visitors at the tourist 
information office in Saare- 
maa she will find herself pro- 
moting a new growth indus- 
try - holidays on farms. 
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Invest in Brains 


Money is important. But even more importanr is what you do with if. If what you 
want is to find a profitable place to invest in Estonia, you’ll need the help of some- 
one who lias the veiy best knowledge of local opportunities. 

We set out to he first in research. And so we invested in brainpower. To make 
smart invest merits you need the most knowledgeable advisors and thorough infor- 
mation. We are here to help von. 

You invest in brains when you invest with Talinvest Suprema Securities. 
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Mergers and Acquisitions 
Private Equity 
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Ijatvia, Doma Laukums 6, LV 1050 Riga. Ph: +371 722S 148 
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Beach ball: Finns and Germans are flocking whore Russian and British aristocrat* tad *** 

Visitors return to 
happier times 

A rpnhirv after its- century the Tourist Board asphalted runways built by 
. . boldly forecasts that, with the Russians as landing 
Holiday Heyday, ; more active promotion, reve- strips for their Mlgs when 
tnuricte nnri thpir nue from international tour: they ran out of fuel made 
1 . Ism could increase to . Estonia a bewildering and 

Currency, are' EEKISbn (gl.04bnj. - Often alarming place for the 

comine back In the first nine months of traveller. 

® . last year 2m visitors arrived . Great progress has been 

When Silvle Bljnmovits. in' Estonia, 6 per cent more made since the bleak Soviet 
head of the Estonian Tourist than the the. same period the years. Tallinn airport is 
Board, says she feels as year before. Finland is the modest but dean. Estonian 
though she is. living 100 main source. Finnish vlsi- Air. SAS, Luft h a n sa. Fin- 
years ago she is comparing tors nearly doubled between hair. Elk, and several other 
the current tourism boom to 1994 and 1996 from 850.000 to airlineafly direct Transport 
the birth or Estonian tour- L68m, of which many were and infrastructure have 
ism in the 19th century, day visitors to Tallinn. • greatly Improved and more 
Then. British and Russian Having been closed off hotels and motels are open- 
aristocrats flooded Into the from the world for more log up. Buses and coaches 
country to relax in their than 50 years the growth in are clean and ferry opera- 
summer houses or seek the Estonia’s tourism sector is tors, such as Tallink and 
curative muds at spa towns, remarkable. Even the 1994 Estline, provide regular ser- 
such as Parnu. Estonia ferry disaster, in vices from Helsinki and 

The Russian composer which 852 people died, had Stockholm. A hydrofoil oper- 
Tchaikovsky always headed little lasting effect on vpl- ates between Helsinki and 
for the beach during his mnas although the number TaHhm six. times a day dur- 
summer holidays at Haap- of Swedish visitors declined ing the summer, 
salu in the north west, the following year. Arrivals There has been a prolifera- 

where be felt inspired have steadily risen since and tion of tour operators and 
enough to borrow a motif for are now back to tha levels of travel agencies, such as Bal- 
his 6th Symphony from an before the tragedy. . tic Tours and Estonian holi- 

Estonlan folk song. But, with few direct lights days. Prices are reasonable 

Today, the aristocrats a lack of information, too or cheapif. you are Finnish 
have been replaced by thou- few good hotels, drab build- which ex plains why so many 
sands of Finns arriving on lags, a plodding public trans- descend . On Tallinn. Service 
ferries from Helsinki for the port, system andSoviet style has also improved and 
"booze cruise" and coach- indifference to the concept of resorts, such as Parnu and 
loads of Germans as well as hospitality, a traveller in the Otepaa, are being returned 
business travellers and cou- early- post, independence to their former glory and 
pies on city breaks to the years may have found a trip true colours (pink, blues, yel- 
capital, Tallinn. to Tallinn somewhat bleak. ' lows, and greens) as Is the 

They are supplemented by Driving through Estonia ■ medieval city of Tallinn, the 
families on camping holi- could also be a hazardous focus nf much of the Tourist 
days and a burgeoning num- experience especially in a Board’s marketing strategy 
ber of eco- tourists attracted shiny new rented car^easily. -4o puH in first time visitors, 
by nature tours throughout spotted bytbe pofire.wha-..' While much , promotional 
mainland Estonia and the were apt .to punctuate the. . activity centres on the capi- 
Baltic islands. . journey with a serious of on -taL whose bars, restaurants 

Estonia welcomes them aU' ' the spot fines aftes^fiaggmg and nightlife are making it, 
-as. tourism is a sig n ificant down travellers ' and; asking among wannabe bohemians 
factor in the rapid growth of to ^check passports ‘.please" ' at least, a trendy alternative 
the economy and is helping before informing occupants •; to Prague^ less well known 
to off-set a. growing trade that they had heeh^'foiytag regions of Estonia providing, 
deficit. In 1996 tourism too fesL^-. ; ‘ • •• ' - walking, cycling, sailing, 

earned nearly 15 per cent of Lack of signs and narrow camping and even bunting 
GDP and brought in dirt tracks that suddenly holidays and are teaming to 
EEK6.Sbn. By the turn of the -' opened out into wide compete for the tourist 


century the Tourist Board 
. boldly forecasts that, with 
more active promotion, reve- 
nue from to tarnations! tour: 
ism could Increase to 
- EEKISbn ($1.04bnX 

In the first nine winnthg of 
last year 2m visitors arrived 
in Estonia, 6 per cent more 
than the the same period, the 
year before. Finland is the 
main source. Finnish visi- 
tors nearly doubled between 
1994 and 1996 from 850.000 to 
1 . 68 m, of which many ware 
day visitors to Tallinn. ■ 

Having been closed off 
from the world for more 
than 50 years the growth in 
Estonia's tourism sector Is 
remarkable. Even the 1994 
Estonia ferry disaster, la 
which 852 people died, bad 
little lasting effect oh vol- 
ranas although the number 
of Swedish visitors declined 
the following year. Arrivals 
have steadily risen since 
are now back to the levels of 
before the tragedy. . 

But, with few direct flights 
a lack of. information, too 
few good hotels, drab build- 
ings, a plodding public trans- 
port. system andSoviet style 
indifference to the concept of 
hospitality, a traveller in the 
early post independence 
years may have found a trip 
to Tallinn somewhat bleak ' 

Driving through Estonia 
could also be a hazardous 
experience especially in a 
shiny new. rented cs^easfiy - 
. spotted by. the pollce .wha.' 
were apt .to punctuate the. 
journey with a serious of on . 
the spot flnesafferfiagspng 
down travellers . and, asking 
to ^check passports ‘please" 
before inforining occupants •: 
that they had beeh^driying 

toofast,^ : ■ • “ f . : ! 

Lack of signs and narrow 
dirt tracks that suddenly 
opened out into wide 


• As part of the ALBATROS Group of Companies, . ALBATROS EESTT OU 
provides reliable cmd txustworthy services on: - 

• warehousing aridsteveddrlng 

• chartering and agencies 

• railage from/into tire CIS • -r. 

• customs formalities and VAX issues 


With her head office located in the Port of Rotterdam these activities 
- - are offered to tnistomerevvc^d^<fo on a defeated service .1 

determined to meet your requirements'. 

... Independent and professional. - . - . • . . 

Interested? A complete company totroduction is available on request 

... The ALBAj kOS Group of Companies 
London - Rotterdam - Tallinn - Hong Kang - Moscow 
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